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Why Teach Small Business Management? 

Small business repre3ents a vital and significant 
^orce in the American economy. The rol© of small busi- 
ness has been extremely visible In ihe past. In the last 
century one writer, Alex de Tocqueville, recorded his 
fascination at the bustiing econoniic activity which con^ 
= fronted him on his arrival in this country. Everywhere 
he looked he saw one kind of businosa or another. He 
saw a nation of people who "dared explore new fron^ 
tiers, people eager to build lives for themselves in a 
spacious society that did not restrict their freedonn of 
choice and action. There is undeniably so»7ielhing al- 
most fevarish In the activity this freedom imparts to 
industfy and to the hunnan spirit." 

Today, the role of small business may be somewhat 
hidden when viewed within the context of our present 
industria! society > Too often we think of business in 
terms of large corporatlonfi. Such names as General 
Motors, Standard Oil, and General Electric are almost 
household words. Abroad . the Image of the United 
States is a land of giants, a nation of biQ business, 

Though not Immediateiy apparent, smail business is 
of vital Importance to the econonny of the United 
States. Small firms make a major contribution to Ameri- 
can economic life. Opportunities exist for snnall busi- 
nesses in all private sectors of our economy. 

Judging by the number of small businesses currently 
in existence, small business ownership ranks hig^ as a 
career choice. According to the Small Business Ad- 
ministration, of the eight million businesses In this 



country, BB% are considered small Whether the syb^ 
Ject of small business management is introduced to 
students to create an awareness of fuiure career 
opportunities in small business, or as a means of pre^ 
paration for a career as a small business owner/ 
manager, the subject may be extremely relevant and 
timely for many students. As is the case for all career 
choices, the decision to become self-employed is a 
major one. This decision warrants careful consideration 
and study. To be successful, the small business ehlre- 
preneur should possess many qualities and skills, He 
or she should be energetic, enthusiastic, and be vvllllng 
to work long hours. He or she should also have a great 
desire to achieve, be reasonably intelligent, and have 
good planning and decislon^maklng abilities. For pen 
sons having these qualifications, the life and career of 
a business owner /manager will contain rewards In 
terms of work satisfaction, income, and the belief of 
contributing to social responsibility. 

How fs This Guide Unlqua? 

Until = recently, formal education relating to small 
business ownership and rnanagement has not been 
very popular; Management education at all educational 
levels has tended toward the teaching of sophisticated 
managerial skills sujtable for managers and employers 
of larger organizations. It is ironic that for all our verbaJ 
commitment to the American dream — that anyone can 
, own a business and be his or her own boss — 
students are rarely taught the basic knowledge and 
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skills necessary (or operating a SfTiail businF^jis. 

The need for instruction in small business rnanagt^^ 
merit is further evkJencGd by the high mortality rate of 
small businesses. Many of the causes of business 
'failure are internal to the firm and include certain riighly^ 
persunal fHctors such m the Infibiiity to get ebn^ mth 
employees, as well as Inadequate financing. po/Dr 
planning, inadequate reciords and unwillingness or in- 
ability to keep abreast of. or ahead of change. This 
guide will pertain to personal factors of owning and 
operating a business as well as the more traditional 
small business management topics. 

The objective ot Ihis guide is to aid the temmr in 
providing instruction in small business ovvnership and 
management to students who desire the knowledge 
and skills necessary to stafi a sinall business and nur^ 
ture Its growth While the content of the guide is 
directly related to the teaching of management infor- 
mation and skills, a unique aspect of the guide is the 
design of the activities suggested in eaph unit. 

Activities designed to enhance human or attitudinal 
factors which are necessary for successful small 
business ownership and management appear regularly 
throughout the guide. Research indicates that the suc- 
cessful entrepfeneur possesses certain qualities which 
contribute to his or her success/ Although there can 
be some debate concerning the feasibility of teaching 
such things as decision^making. creativity, 
achievement motivation, and similar qualities, many of 
the activities are designed to build upon and expand 
these personal qualities vs/hlch are possessed by all 
persons in varying degrees. The methodology* ac- 
tivities, and the dynamics of thfe class meinbers should 
enhance the developrnent of these qualities which will 
enable persons to beconne effective business owners 
and managers. 

Where Can the Guide Be Used? 

The guide has been developed In a manner that 
allows it to be utilized wherever it Is desirable to 
emphasize the subject of small business managefnent; 
whether in adult and continuing education classes, at 
the community college level, or as career awareness 
information at the high school level. 

How Can th© Guide Be Used? 

The flexibility of the materials presented in this guide 
promotes its usage in various ways. In its entirety, the 
guide can become the catalyst for developing a course 
In small business managemeht or It can be used as 
either a primary or supplemental resource for an exist- 



ing course in small business man^gamBnt. The guide 
can also be used most effectively to intograte small 
business concepts Into ongoing business courses. 

Students often do not grasp the rolevance nf a busi^ 
nms concept because examples used. to illustraiio the 
business concept usually relate to the operation of n 
large business organization. These examples usually 
do not relate to the previous experience of the stu- 
dents. Students are better eible to understand busine^ia 
concepts when small businesses located in their own 
camm unity can be used to iliustrafe the concept. For 
eMniple, a course in Principjes of fvlanagement might 
utilize portions of the guide which emphasize mana- 
gerial planning for a small business. The guide can be 
used in any course where It is desirable to make the 
topic relevant to the needs of small business owners. 

Who Should Use This Guide? 

Anyone who desires to teach small business man- 
agement will find this guide useful. The management 
and operation of a small business is a subject which 
fnay be of interest to educators in all vocational educa- 
tion areas in preparing students for a career. The most 
obvious area of application is the Business, fvlarketing, 
and Management Occupations where it can be used in 
any course to emphasize small business management. 

The topic of small business management is not 
limited to the Business, fvlarketing, and Management 
Occupations cluster. Educators In the Applied Biolo- 
gical and Agricultural Occupations cluster will find that 
"the guide is relevant to instruction in Agri-business and 
other related subjects. Two examples would be: a) stu- 
dents interested In operation and management of a 
farnn, and b) students who aspire to operate florist 
shops. Health Occupations instructors may discover 
that some of their students are interested in operating-' 
a small business as they prepare for work providing 
care and health services to patients. An example might 
be a private nursing service. Certainlyr the Industrial 
Occupations teacher knows that rpany students desire 
a business of their own such ag-a small machine shop 
or a construction firm. Within (he Personal and Public 
Service Occupations, students have often expressed 
an interest In careers as small business owners and 
managers. Examples of' careers in this area would in^ 
elude operation of chiid care centers, laundromats, or 
catering services. 

Small business ownership and management as a 
career option Is an integral part of all vocational educa* 
tion clusters. This guide has been developed for use 
by all Instructors attempting to adequately meet the 
career aspirations of their students. , m 
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How Is This Guide Org aRized? 



Each unit consists of: a) introduction, b) objectives, 
G) content, and d) suggested activities. Tine intro^ 
duction to the unit is an overview of the topic and pro- 
vides proper perspective for the instructor. The intro- 
duction also identifies the unit objectiveB and the unit's 
relationshjp to other units. The Introduction should 
prove useful to the instructor when explaining the im^ 
portance of the unit to the students. Students should 
understand why each unit is important and how the 
unit relates to Dusiness ownership and management. 

Each unit includes various student objectives which 
are stated in behavJoral terms. These objectives, will 
assist instructors to-know-lhe desired^studeht out^ 
comes upon completion of the unit. 

The content of each unit is eKplained in detail. The 
content for each unit is followed by suggestions for 
general and special activities which mQlude; projects, 
group dynamics, sirnulations, role playing, case 
studies, and assignments. The purpose of the general 
activities is to familiarize the students with the knOw^ 
ledge and skills necessary to os^n and operate a 
growing and successfuf business- The activities are 
based on the topics covered in the units. 

A number of special activities are included Jn ■©ach 
unit and are a unique aspect of the gu!de,.Each special 
activity can be categorized under ofie or more of the 
following areas: " 



Area _ .... - Symbol 



'1 Creativity and Innovation 

2. Coping with Change 
.and Competition 

3. Achievement Motivation 

4. problem Solving and 
Decision-making 

5. Human Relations Ability 

6. Developing a Positive 
SelfHmage 



Creaiivity 



Change 



Achievement 



Decision^making 



Human Relations 



Self-imag© 



Each special activity is identified by a special symbol in 
the right-hand margin, ks the special activitiea appear 
in the various units, the relevant identifying symbols 
are also printed in the mardin. The purpose of the sym- 
bol is to identify for the Instructor the particular quality 
vyhich the activity is designed to develop or highlight. 



Why Are These Qualities Important? 

The small business owner/manager must have a 
working knowledge of the traditional management 
skills. To be successful, it also appears important that 
the business owner/manager possess the following 
personal qualities: 



1, CrQatlvity and Innovation Creativity 

Creativity and innovation are complimentary. In order 
to be innovative ona must be somewhat creative. Crea- 
■ tiviiy has been defined as a combination of new and 
old Ideas which will better satisfy a need. The applica- 
tion of creativity may be an important reason for the 
Success of any business. The formation of the 
bLisiness itself is a creative act. Creativity can help in 
the^ long-range forecasting of the future role of the 
bjsiness and of the future environment in which the 
business will operate. 

Creativity can be useful in surmounting problems in 
advertising and sales promotion, and In many other 
business activities. Everyone Is born with a certain 
capacity for creativity. The extent to which people In 
business are creative depends on how they are 
treated, how they are encouraged to be creativep and 
whether the opportunities arise for them to make use 
of oreativity in their business. Creativity can be aug- 
mented through training. 



Change 



Coping v/lth Change and CQmpetltion 

The effective business owner/manager Is not in- 
terested merely in making a reasonable return on In- 
vestment in the current years. He or she must also 
loo^ ahead, and to a greater or lesser degree* prepare 
plans for the firm five to ten years in the future. It is 
poisfble to get' some idea of the extent of future 
change when one reflects on the tremendous change^ 
that have occurred in the past ten years. 

Changes in the future will continue at an acceieratad 
rata. Inprder to be successful in the future, the busi^ 
ness owner/manager must become adept at coping 
with phange. Activities have been designed to- facilitate 
the students' understanding and ability to cope with 
pituttions involving change. 



3. Achievement Motiyation 



Achievernent 



Th© literature describes the successful entrepreneur 
as One who has high need achievement. A need 
achtever Is one who takes moderate risks, takes re- 
sponsibility for his or her actions, looks actively for 



feedback to improve performance, a/id has a propen- 
sity to action. He or she does not wait for things to 
happen. Need achievement can be developed; this is 
borne out especially by the work Dr. D.C, McClel' 
land, who has done considerable worK in the area of 
need achievement. 



4. Problem Solving 
and Decisjon-makiiig 



Decision^making 



The success of the business ov/ner/manager will 
depend to a large extent on his or h'lir ability to solve 
problems and make decisions quicKly, Throughout the 
guide, the student will be given an opportunity to 
understand arid practice the follov^ing prooedures in 
the decision ^making process: 

a. Becoming aware of the problerr) 

b. Clarifying the problerri situation 

c. Collecting information 

d. Identifying alternative solutions 

e. Selecting the best alternative solution and taking 
action 

f. Evaluating results 



5, Human Rfilatlona Ability Human Relations 

Human factors, both in relation tfe empldyees and the 
general public, are an important ingreicjient of success, 
especially in small business. Ability to^ have personal 
contact with customers is a decided advantage whictt' 
the small business has over its larger competitors, 
Custpmers' needs are a prime con^ideiration. The mar- 
keting strategies of many small businesses are 
customer oriented rather than product oriented. 

Employee relations should also be ipeople-cantered. 
Managing people Is primarily the art of practicing 
human relations. When people work together in 
groups, an atmosphere should be ofeated in which 
people are free to do their best. Dw consideration 
should be given to employee needs; they should be 
treated with fairness and consideration. 



SelfHmage 



6, Developing a Poiltive Seff^lmaga 

A positive self-image begins with BR awareness of 
self. The prospective business owner/manager must 
be willing to spend time evaluating hi&or her own per^ 
sonality. Personal strengths and weakn asses must be 
identified and understood. Does he or she have the at- 
tributes ^ physical, mental, and emotbnal — required 
in the role as entrepreneur? JHe or she must be willing 
to make an effort to change or modify any negative or 
unwanted personal traits, 
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Htm Shpuid the Case Studios 8® Used? 

Mos^ of the units In the guide contain lit least one 
case study which depicts a reaMife business situation 
regarding the unit topic. Included with ^saoh case are: 
a) points to be highlighted by the cm&, W suggested 
questions for discussion and c) a possible solutiDn to 
the case problem. Included In the first uRit of the guide 
ia a ''worksheet for decision makinq'* ^hich can be 
used with all of the cases in the guide. This worksheet 
can be used by the stuclents to guide th#m through the 
decision-making process. 

The case method is i teaching device that helps the 
student learn through the process of problem solving 
and decisfon-making. Students are ©noouraged to 
exercise^ thinking ability jas they analyze practical busi^ 
ness problems. 

Since a case does not have one 'tight'' answer, It 
lends itself to discussion and analysis. Properly used, a 
case will hold the participants' interest and stimulate 
their thinking. The case method allows th$ students to 
learn and exercise problem solving ^nd decision- 
making skills. Case studies can be used in several 
ways to augment the information presented in each 
unit'^ 

Undividual assignments. 

2. entire class discussion. 

3. small group discussion and analysis.. 

4. as a means of evaluating the student s ability to 
apply what has been learned in a praclicgil 
Situation. 

When group discussion of a case ii usedp each 
member of the group contributes from his or her 
unique experience and each participant gains from the 
others. 



to the subject of Lfn^ll business ownership and 
managemmrt It is noi daslgn^d to evaluate students* 
learning of amall business concepts. Instead, it may 
serve as a catalyst for class discussion anc lead to a 
more accurate, awareness of small business ownership 
and managernent corncepts. 

Appendi)< B, the Small Business Ownership and 
Management Test, is a one- hundred item objective test 
which the Instructor may use as one means of 
evaluating student progress in learning the information 
and concepts presented in the guide. 



How Can the Information Prasefittd 
In the Qijida Be Supplemented? 

To assist instructors in supplementing th© materials 
contained in the guide and to encouraga Instructors to 
expand the basic Information presented Qn each topic, 
various sources for further information have been In- 
cluded In the guide. 

An annotated bibliography has been InolUded at the 
back of the guide. This bibliography contains sources 
of general infermation on the subject of ®fnia(l business 
ownership and management in the retail, wholesale, 
service, construction, and manufacturing domains. 

Appendix A, the Small Business Perc^pljions inven% 
tory, may be used by the Instructor as an introduction 
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Very few would argue with the notion that it is wise 
for a person to know something about a particular busi- 
ness before attempting to own and operate It by one^ 
self. It is highly advisable for anyone Interested in 
owning and operating a small business to know some^ 
thing about Small business in general before beginning 
the endeavor. The prospective entrepreneur should 
work in a similar type of business, if possibtei before 
starting his or her own business. 

The instructor should be fully aware that although 
students may be highly Interested and highly enthu^ 
siastic. most students lack considerable knowledge of 
the actual operations of small business. While Intro- 
ducing the small business course. It is the task of the 
Instructor to provide opportunities for student Insight 
with regard to the nature and environment of small 
business. Such considerations as ecDnomIc contribu- 
tions of small businesses, what it means to be small, 
and available opportunities in small business, should be 
emphasized by the instructor. In this introductory unit 
students should begin to become aware of personality 
characteristics of the successful entrepreneur, and be 
introduced to various success and failure factors that 
play an Important role In small business ownership and 
management. 

Unit Objectives 

e To provide th& student with infbrmation on the na- 
ture and environment of smBll business in the United 
States.. ' ^ ' ' ; 

9 To make the student awnre of the permnality chan 
acterfstjcs assoclated'with successful BntreprBneurs. 



9 To make the student aware of vmrlous success fBC- 
tors which have be^n shown to be ahtical to the sur- 
vivaLof a smali business. 

e To make the student aware of various failure fac- 
tors which have been shown to 5© crUical to the sur- 
vival of a small business. 



Student Objectives 

9 Given information on the nature of small business, 
the student will be able to: 

a) develop a personal definition of small business, 

bj 'l/st at least 'three types of businesses which pro- 
vide speclai opportunities as smafi businesses. 

^ c) identify two reasons why^Sfn^ll businesses are im- 
portant to the economy, 

© Following a discussion regarding advantages and 
disadvantages of being small, the student ^will be able 
to list and explain four advantages and four disti<d van- 
tages of operating a smalf business. 

« Following a discussion on personality characteris- 
tics of the successful entrepreneur, the student will be 
able to make an appraisal of his or her own personality 
characteristics by responding to a ''Checklist for Going 
into Business.** 

• Giveri a list of reasons for small business failure, 
the student will he able to list at least five failure fac^ 
tors and suggest ways of avoiding these pitfalls. 
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I WNat Is Snhall? 

A TTiere are numerous definitions of srnalf business 
available which incliid© various figijrta and re^ 
St fictions, The following def initlon and figures are 
tauten from the Sriafl Businefis Administratiori, 

fl. the eight millbn businesses in this coyntrVi 
9fi% are conaidered small, 

C.A. small business Is one which is: 
1. independerliy owned 
a. not dofninant inits fieldof operatiofi 

3. Operated for profit 

4. witMIn the particular me standards iot its in- 
dustry or area, the size standards includ©: 

retail and service biisines&es with less than 
t\/^o niiliion dcilars annusi sales 

v^^hofesaiing businesses wiih less 1han nine 
nnillion dollars an nuai sales 

^. rnanufacturing businessss mtf) \em "than 
250 ennployeBS 

^. constfuction businesses aversging annual 
. ^ receipts for the preceding three years ci 
S9.S millipn or less 

\ CApprb^irnataty 40% of llie United States Gross 
N^fonal Product is cofitrt touted by small busi^ 
riesses, 

Small business predorninaies In ihp retallinfli 
W^^Ql©saling, construction, and service irdustrle-s, 
AHHough thsre a*"© a great ^rum bar of successful 
snnali fnanufacturers, the manutactijring in dust 17. - 
is dorninated by big business. 

I ^Bv& the BtadentB wflt&dom v^hmtthey beiles/e is a 
gc?€Dd (^Bfinitiof) of small tusJmss^ From th&m dBfinl- 
l/ov^s smBlf busJi)Bs$i & Qo-o^ dkaussi^n ol vv/iaf Is 
Sn7a//c3n b6 genmBt^d, 4 good d&fM Jen muld i^- 
Q/L/de siich faciorsQs Bnnu&f 'aa/#s y^Qlum^, rrumtBr ef 
BfTTpbyMSf Bnd sfze of tracing QrM. 

% H^v&^\^tudenis mat to tb& fohv^ing proposmt All 
tnrBli tUBin&ssBm should &e clom^d ^oW/i ttrimm^ 
^I^Wf for th$ ej/re of thm mmosny. SmBll busl- 
DB^mm ^r0 fms mfflaient thm fmfgm bumlfiBmmsBfrd 
i^ri ¥0 jy flitim to thm grcvri^ of qu! B^Ohaftiys Tm 
oiaM dJscusBM mhou^d include comrnents on smploy^ 
tn&^t opportunities and ccmpBtlt/on, Jl shoufd Qfso &i 
poMe^ Out that s/na// tus/nMss is m&deti io t uppl^ bJg 
6i^£i/ness and servicQ ihe/rprGaucts, as yy&li ss to sell 
fifc^ducfs rriBnufBGtureQ by large bUBinBSses. 



li/WNat ^rethe Advantages ancl 
Cisadvaritages of BelngSmill? 

A..Ad^initagts: 

1. Opporturiities for personal relationstiips vvith 
custofnafs and employees 

2. jAble to sL-dapt quickly to change 

3. Lower ta^^es 

4. Fewer g^vernrnent regulations 

5. indeperidence 

1.. NanagsfTnerit riot specialized 
. 2. Shortage of wvorWng capital 
' ; _^3r Difficajlty^ in obtaining capital 

4. LJGft of extensive nnarKet researcN ' 

5. Diffictjliy in hiring and Keeping top efnploy^es 

6. DifliciJity in keeping hours of operation- oorfipeti^ 
tiye vMih large buginesaes" 4^ 

t H^ve the stt/dmis sdd to the abom list of mdmn- 
iagm anc/ ^fSBdmntigm of behg s/r3i//. Wis 
discuBsion mhoijld ^OqUb on bu&hess mspBCt& dUh^r 
pe isonml Bd^^ntMgm and dim^ti\^AntmgH. 

e tHb sGl/V/^y im d&sigmd to illustfaiB th% a^mrrtag^s 
antf dismdmf)l^g es cf h eing bM/j 

I. DividB th4 of&ss Into two gfoup^ wte v^lH /Bjores^/ii - 
iBrgmbumiDem&s^ 

-^2. $Bl&ct two indMdUBfs to rep^^^s^nt srT\alf bush 

3. InfofmBSoh Mo^i^P (buBines^es) tMt they ar© IntM 
mnj e lleJd, ^or SHumpjB^ the Jirgegrcupmomf^ rep^ 
m&ni ?wvo J0fg^ chBin deparirnent ^tor^^m ar^d the 
iDdiyldumJs r^prment sm&ll or\e-^m&f ^cihinq 
stores. 

4. Appmt Ji0 of thB studBnts fj\ ttieiQ/gB 0ot/p$ ss 
MrnbBr&of the boBrd of dir&otofs 0/ th& buMhe^s 
snd dB3Jgnfft& ^ the other utuder)^ in &Mch iBrgB 
group as sta/e rnan0gen)&it 7he boa/dofdirmtots . 
lor mmh bii^imms should t& isolate^ ^rorr? th& stofB 
mn AgBrr]Br]t of that business. 

5. Ak cdeclsions rjirndB by th4 lafQe busif^&s^es muMt 
te tM rmu/i of discussion &mo/\g tJ^^ mBn&gBts, 
voting, and if^e reBching of a nnejof '^y dBci&lon^ 

t ihe lifg& bu^'^^ss manBgers niuBt b & a&k to jus* 
tiiy their d$^islan to the bo^rd of c/l^ectors, wIiQ 
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will m&ke fimJ decisions by taking a vote on mach 

7. All decisions made by the small businesses need 
only sat/sty the owner. There t$ no formal process 
to go through, 

8. The instructor introducms three or more problQnis 
to the businesses and records the time required to 
make decisions for each business. 

ProtlBm 1: Retail emp/oy$ms are seeking higher 
wages^ They are asking for a SO cents 
an hour increase, 

PfotlBm 2: 'Thm major supplier of the test seJIing 
brand of blue jeans for all of the busi- 
nesses is raising his price to the bush 
nessby 20%. 

pFQtlBm 2: None of the businesses are currently 
granting credit to customers. As a 
result much sales yolume is being fost 
A decision must be ma^e rBgarding 
the credit pclicy of emch tusine^s. 

Upon completion of the actiyity, discussion should 
focus on the time required by each business to 
make decisions and cope wrth changtng situations, 
and the qustlity of the decisions made by all of the 
groups. * 

III, How Do You Rate As an 
Entrepreneur? 

A. EntreprerteLirs tend to go into business for Ihem^ 
selves for the foMovvIng reasons: 

1 . Independence — want to be own boss 

2. Imnnediate need for a Job 

3. To Supplcmerit income 

4. To build a business f Of HtFjir children 
B, To mate more money 

6, Opporlunity to prowe one's ability 

B. Successful entrepreneurs tend to.pxfiibit these 
personalhy chiaracteristlcs; 

1 , Organizing ability 

2, Ueadershlp 

3, Drive — ^ enthusiasm 

4, Problefn solving ability 

5, Ability to make quick decisions 

6, Human relations ability 

7, Comfnunrcations ability 



8. Good health 

9, Willingness to work long hours 

10. Sense of independence and self -confidence 

1 1 . WiUingnesa to take moderate risks 

1 2 . Technical hnowledge 

13. Tenacity— ability to bounce back after 
setback 

# Ask the students if they think it involves more risk 
taking to te self-employed rather than working for 
someone else. Discussion of the risks involved witfi 
entrepreneurship should einphaslze that the entre- 
preneur is a moderate risk tmkBr 

• Invite severai succ&ssfuHocal business people to 
tfm class to conduct a panel discussion on what ii 
takes to be successfuf in today's businBss worfd. A list 
of characteristics covered in class might be helpful to 
the, panel members. 

m The following activity has been adapted from the 
Small Business Ad rr^inist ration's "Checklist for Going 
into Business/' It is designed to allow the student to 
make a self-anaiysis regarding personal qualities of the , 
successful entrepreneur. It is also designed to 
measure wh&ther the student is capable of evaluating 
his or her own personal quslrties: 

U TeiJ the students at the outset that the checklists 
will "not be turned in Bnd that they are for their own 
information 

2. Have the students check the appropriate column 
(YES, NOT SURB, NO) and have students recheqk 
all of thmir NOT SUPE fiems. ^ 

3. Vihen the checkimt is Qcmplnt&d, have each stu- 
dent write short paragraphs (one or two sentences) 
describing their strengths and weaknesses as a 
business owner/tnanageA 

4. One paragraph should reflect how they see them- 
selyes, md the other paragraph hov/ they think 
others view th&m. 

5. When scoring the checkfist^ all yES responses re- 
ceive tvvo points. All NO responses receive one 
point, and all NOT SURE responses receive zero 
points, 

5. A high score shows thmt the student perceives hirri- 
self or herself as a potentially successful business 
owner/manager All A/0 responses are given one 
point because thlB shows that the student is willing 
to recognize weak points. NOT SURE responses 
are given zero points since this reflects a rejection 
r " » 
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Cheaklist for Going Into Business 



1 . I am a selt^starter- 1 get things done. 



YES NOT SURE NO 



2. I like people. I can get along with just 
about anybody, 



VES NOT SURE NO 



3, I am a leader, hcan get most people to 
go along when I start something. 



YES NOT SURE NO 



4. I like to take charge of things and see 
them through. ' ■ 



YES ^ NOT SURE NO 



5, I like to have a plan before I start. Tni 
usually the one to get things lined up 
when our group wants to do some- 
thing. 



YES NOT SURE NO 



r 



6. I tike working hard for sonnething I 
want. 



YES NOT SURE ^ NO 



7, I can make up my mind in a hurry if I 
want to. 



YES NOT SURE NO 



8, People can trust me. I do what I say. 



YES NOT SURE NO 



9. If I make up my mind to do something, 
I'll see It through. 



YES NOT SURE NO 



1 0. I have pleprty of energy and can keep 
going indefinllely. 



YES NOT SURE NO 
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of Belf-confrontation or persona! indmclsisrwess. A 
succmssfui business ownef/mBnBger should be 
viiUlnQ to evaluate himse/f or herself honQstly. 



IV. What Are Some Proven Sucfcesa 
and Failure Factors? 

/A. The first two years of operation are the most 
criticaL The vast majority of failures occur 
during this time. Studies also show that if a 
business operates successfuliy for five years 
its chances for continued success are very 
good. . 

■ B. The Small Business Administration estimates * ^ j 

that at least 90% of all small business failures 

can be attnbutad to bad managefhent. The foN * 
lowing list of failure factors can be attributed to ' 
poor management: / - 

T Insufficient capital . 

2, Unwillingness to seek information and = 
assistance 

3, Failure to survive unexpecteci events 

4, Lack of experience 

6. Poor location ^ . , 
e. Inventory mismanagement 

7. Poor credit granting practices 

&. Taking too much salary 

9. Mot keeping personal and business funds 
separate 

1 0. Various personality factors 

• Divide the class into groups of four or five students. 
H^ve Bach team prepare good nianagenn&nt t&ch' 
ntques to offset each of the failure fBotors presentBd 
aboyB> These management techniques may be mftten 
on t^B chalkboard and discussed by the mntire class. 
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The Son-in-Law 



Bus Nessman, having recently graduated from a community college v^lth a degree iri Liberal 
Arts, joined VISTA. Bus could not decide what type of work he wanted as a career and thought that 
v/arking in VISTA WDUld give hinn time to decide, \A/hile serving the people of a poor section of Ap- 
palachia, Bus met Alice, the daughter of.Qeorge Grinderp a prosperous p\fl/ner of three stores in the 
nearby towns featuring a line of housel lold products. , / 

After Bus and Alice had completed their VISTA asslgr^nnents, they married and Ur. Grinder 
offered Bus a position as nnarketing manager for his three stores. Since Mr. Grinder had only one 
child in the family, a daughter, he kind of liked having a sonHnHaw to talk with vvhen'the couple 
came over for dinner. He and Bus would usually watch football gam as after dinner on Sunday after^ 
noons. 

Since Mr, Grinder saw that Bus' physical appearance was a "natural'* to attract people, he 
hoped for the time when Bus, after learning the ropes of the business, might take over the 
business when he retired. To aid in this development p Mr. Gnndar bought a car for Sus to use when 
coordinating his activities between the three stores. In spite of his pood feeling toward Bus, Mr. 
Grinder found htmself odservrno questionable patterns In the way Sus handled the op^mWom of 
the stores, 

Bus seemed not to put the required tirrie into the job that Mn Grinder estimated would be the 
rninlmal amount for Bus to survey the three pperations, to buy rrierctiandise for each store, and to 
become familiar with aifl of fvlr. Grinder's employees. Bus tended to work sporadiGally, sonnetimes 
showing up at the stores an hour late. He tendfd to take long lunqh hours, and seemed to quit very 
early to go home for dinner. 

In spite of his sonHn-law's practices, Mr. Grinder's three stores ware doing \velL People knew 
that Mr. Grinder's houseware utensjls and cook\^are were of the best quality and were sold at a fair 
price. In fact, there seemed to be more of a demand for some of his products than Mr Grinder 
could keep on hand, 

Mr. Grinder was still hoping that Bus wOLtld one day be able to take over his position and 
shoulder the responsibility for the continueu success and growth of the stores. Mr. Grinder and his. 
wife were now beginning to appreciate, mpre and more, the times when they could get away from . 
^ the company for three or four days at a time to enjoy themseSv#s. Mr. Grinder, in light pf the way 
Bus seemed to be going, would call hlssSonMn^iaw into his office and communicate these personal 
wishes to him. hoping that Bus would become a more responsible business person. Mr Grinder 
noticed that Bus wOLjId seem to shape up for a while but then slack off again. 

Mr. Grinder thought that perhaps he had miajudgedi Bus' natural talents and that he had forced 
Bus into an area ot the business that he did not like very mucn. Therefore; Mr Grinder put Bus in 
direct ■controj of the Samesville store as manager. This would involve less traveling for Bus and 
perhaps Bus would learn to consider the store ills ''baby/* just as Mr Grinder felt toward the total 
' business that he had started from scratch. 

But it seemed that Bus did not change very nnunh. In some areas he seenned to get worse. He 
tended to keep a tight control on everything that went on in the store, even the trivial matters. He 
seldom vyent out into the store itself, but preferred to stay in his office at thei^back of the store. The 
employees began to become disgruntled and angry with his policies toward them. They began 
to feel that he did not care about them and their working conditions. He often Ignored their 
> requests for time off for special needs, and when they questioned him about it. he merely told therri 
that there were other places in town where they could work 

A year later Bus was having very serious problems with the store. It came to Mr. Grinder's 
attention when a man who had starting working at the original store twenty years ago quit with no 
reasons stated. Mr.. Grinder knew this man personally and knew that he was a hard worker and was 
very loyal to the business. Mr. Grinder knew that the sjtuaHon v^a 

hfmself , . . "What is Bus' problem?" . . . ''What could he have done to t^-ring out Bus' potential?" 
. . . . "ShOLild he finally admit that he must give up his dream of a son^lnHaw taking over th/? family 
business?" 
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Suggested Questions for Disaussioni ( 

1 . Why do you think Bus wanted to Join th^ bu&iness? ' 

2. Bus is besng prtsepted with an jdeal opportunity to become an entrepreneur. In your opinjon, 
does Bus possess the personality oharacteristica of a successful enlrepreneur? Compare 
Bus' personality with Mr Grinder's, 

3. What ef fect is Rl/s having on the business? 

4. Do you think Bus can becQme a suficesstui small businessman? Why or why not? 

5. What sugQestions do you have for Mr Qrinder? Be specific. 



Id 
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Points To Be Highlightsd by the Cam> 

7. Reasons why enirepf0n&ur$ t&nd to go into 
business for themsefvm. 

2, The persomi chBracterktios of a successful entr&- 
pr$neur. 

3, T/ie problems of a "firmily" tusm&ss, ^ 

4, Tte efi&cts of poor mamgoment on a business. 

Possibia Soiution: 

1 . 0/is probmbfy joined th& busfness t&muse it was 
an oppprturtity which he could not pass up. It ap- 
pears that nBtther Bus nor Grinder gave the 
sftustlon very much thought. 

Z, Bus Imcks most of the personality charBot&ristics 
thit successful entrBprmeurs usually possess. 
For Bxample, l&scfership, organizing Bbility, drive ^ 
and enthusiasm, human relaticns ability, Bnd a will- 
ingness to wQri< iong hours. Since /Vfr. Grinder has 
been .success fuf in buifding the business to its pre- 
serit status, he more th<Qn lik&iy possesses most of 
the personaJiiy charact&ristios of a successful en- 
trepreneun 

3, Bus Is^.having a detrimmtBl Qff&ct on t^e business. 
The buying of mfirchs^ncfiBe for emcfi store Is 

^ probafily suffering slncB Bus has direct responsi' 
bility for this duty. Howevm the most serious ef- 
fect is probabiy on the rnorale of employees in the 
business, ■ 

4, Bus can become a suCQessful smail buslnessnian 
only if lie works very h&rd at changing some of his 
personality characteiristios. It might be too late for 
Bus, even If he Is wiling to change. 

5, ivir- Grinder 'might b& better off to look for 
sofneone else to take 0\/er ih& buslnmss, perhaps 
his daughter or a prmerit &rnployee, ffh$ decides 
to stay with Bus, he moH oeriaMy should develop 
a plan for Bus' personal mjcf^t^anagement develops 
ment. Bus must be aw&r^ of his doyehpmmt plan 
and agree to follow it QOmpMely. the first step 
would probmbly be to assign Bus duties and re- 
sponsibilities which art not manBgeriai, in order for 
him to l&arn the businem from the bottcrTi up. 
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the business most likely to succeed is one which is 
^^^Sed on a product or service that customers will pay 
for In sufficient volume to generate a profit. In order for 
a business to be successfijl and profitable, there must 
be an adequate market for its products or serviges. 

Many small business failurep can be traced to :this 
problem of deterrhlning a product and market. The en* 
thusiasm of the prospective entrepreneur can often 
cause him or her to overlook this most basic business 
premise. The basic purpose of a business is to satisfy 
customer needs and wants. Supplying goods and serv- 
\cm which might sell is insufficient for success in busi- 
ness. Before entering Into a business operation It Is, 
therefore, essential to determine whether a market 
exists for specific products or services, 

in Is the purpose of this unit to discuss the elements 
of a market and identify ^some of the characteristics 
that should be known about the customers within a 
market. The student must realize that without a market, 
a business cannot possibly succeed. 



Unit Objactlves 

9 To pro vidB a definition fa r th^MfW^/ rnMrHoL, . - ■ 

To pfoyide students with th& Qpp^onunJty to deter- 
mine potentiml business productB. anti'niBlrkGts. 

Student Objectives / . 

• Given a specific businms, th& &tt4d&nt will be able 
to expkJn those products and QeMom thQt the busi- 
ness shoufd be selllng^ : 

• Given the definition for a market i tihe student wiil be 
able to: 

a) explain why a market does noi inofude everyon& 
within a geographic area, 

b) identify the market for a pmicul&r product or 
tery/ce, 

c) explBfn the effects of comp&titicf^ on (he markets 

d) list and explain at least flm cMmoieristics busi- 
ness owners and managers should know about 
their potential customerB. 



determining pm^Ki^i and market 17 



L What Is My Business? 

' A. In order to determine a market on© mu^i first de- 
termine a product. Many people fall bmmm they 
attempt to do too many things with thilr busi- 
nesses. As a result they do not givi ^dequat© 
attention to ail of the activities mcmsmry to be 
successful Man^ businesses fail bacnuse the 
scope of the business is too broad, 

• The instructcr should tefl the class that tii^f are to 
help list po$sibl& activities for a marina bu$fnms. The 
list can be developed on the chBlkboard, (Pm'Sible ac- 
tivities to be Med would include: boat boat 
service, boat storage, parts sales, gasollm &nd oii 
sales, restaurs f)t, tour guide servtc&r gift s^op^ Gamp- 
ground, etcj ^fter about five minutes an %ntm$lve iist 
will have b$en developed^.lt should b&comB apparent 
to the students that the businBSs owner MfifQOt -pos- 
sibiy giVB adeguate attention to all tho pomfbf& facGts 
of the marina tusiness listed on the chBik^OBrd, The 
list should then be jeduced to the ba&lc activities 
necessary to operate the marinB business. It $houl0 be 
pointed out that the same situation is tru0 '^or &lmost 
any business, 

• Have students develop a list of the produ^\$ or serv- 
ices their particular busine'sses will offer Th^ Bt.udents 
should explain why each product or servM neces- 
sary to the success of the business, Hw^ the stu- 
di^ts-ansvv&r such questions as: What da K^u buy? 
WhMt do you B&ll? Which of your prodml^ or sBrv^ 
leek yields the greatest pfQiitB? iV/iaf p/r^i^uefs do 
your cusiornmrB ask for that you don^t d^Ke /H 
sfaqk? ........ ..-.^ - 

IL What Is a Market? 

A. Every business sells* some type of product or 
service to people. These people m potential 
customers can be described as: 

1. People who need or want the product or 
sefvlce^ 

2. People who are ahie to buy the pmduct or 
service 

3. People v/ho are willing to ^uy the product or 
service 

-V ' 

B. The rnarket for a business Is not comprte^d of all 
the people within a geographic area, &ut only 
those who need a product or service laffid me wilh 
ing and able to buy It. 

C. The connpetitlon must be considered, \\ compe- 
titors are serving the same market, on# must de- 
cide if the market is large enough to support. 



one's buslniss as wall as the competitors', One 
should ateo determine hbw ont'S product or serv* 
ice Is differtnt fronn the competitors*, 

III What Shpuld Be Kncvvn about 
Potential Customers? 

A, Know tha ^ustomirs- The market can be seg- 
mented or divided Into groups by considering 
such charTOteristics as: 

1 ^ Age 

2. Sex 

3. Marital and family status 

4. Employment 

5. IncofTii 

.0. Trends in any of these chiaracterlstics 

B, Know what thi customer Vfants. By segmentina 
the market into groups, It is easier for business ^ 
Qwner^ to determine what products or services 
each group wants or needs. 

V 1 T 

C, Know whara the oustainer buys. Business 
owners need to find out v/here the customers In 
their market are buying novv, and determine what 
factors wfll caijse .t^em to buy from their busi- 
nesses. 

D, Know when the Quslotriep buys. By knowing 
when custpmers buy (daiy, weekly, monthly, 
yearly, $MSonally), businesa owners will be able 
to dettrmlne such things as possible hours of 
operation, when to advertise, and quantity to have 
on hand at specific times. 

E, Know how%hm eusteinaf buys. Knowing how the 
customer pays for products and services can 
help the owner determine a credit policy as well 
as a pricing policy forth© business. 

IV. Where Can Inforrnatlon 

Concerning Custonier Behavior 
Be Found? 

. A, Trade' associations (publications) 

B. Chamber of Commerce i-. 

C. Governm0nt Agencies (U,S. Department of Com- 
merce, Bureau of Censusj 

D. Business Periodicals such as Business Week, 
The Walif Street Jourmf, mnd Advertising Age 

i. Individual research. Get out into the community. 
Look around and ask questions. 
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777© two following activities are conc&rned with market 
anBlysIs, 



Aetlvlty #1 

< 1, Have the students mal<e a marf<et analysis of the 
^iocal community by segmGnting the pot&ptiaf cub- 
tomers into groupB. 

2*: Have the stu^&nts match products Qnd services for 
these groups. . , 

3. Once products md services have been mBlched 
with mBrl<et groups, decide whether or not existing 
businesses in the local community are adequBtely 
meeting those customer needs and wants, ^ 

4. The results of the activity can be writien on the 
chalkboard and discussed by the entire clQSs, The\ 
activity can also be accomplished by dividing the 
class into groups, and having each group work 
independently. ' » 

AQtivity#2 

1:^ Divide the c^ass into groups^ of four or five mem- 
bers, 

2, Each group mu$t determine the needs and wants 
of the class as a market and determine whMt busi- 
ness would be successful in meeting the needs of 
the classl In effect, each group makes a market 
analysis of the entire class to determine what 
businesseBsWQuld be successfuL For example, one 
group might determtne that a busin$$$ selling 
school supplies would be successful. Th^ e&slest 
way to accomplish the market analysis might be. to 
develop a questionngtlre. 

3, Suggested time allotment: 

1 5 minutes to develop quBstionnaire 

1 6 minutes to distribute 

16 minutes to evaluate questionnaire and decide 
on business 

Remaining time for repprting to the class 
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Red Hots 



John; Robertson had a good business going. His place, Johnnie's Red Hots, was just a little 
way from an industrial park, and was also located on a busy north-south street. Johnnie's was a 
shack, not much bigger than a garage, and v/as not very attractivej inside or out. Buf Johnnie's was 
kept clean by Mh Robertson, since h© was deallng v^ith food. People came mostly for his hot doge. 
He steamed the buns untlHhey were soft anb warm ; then spooned on chopped onions and pickle 
relish; and^ slopped musti^^ the hot dog, Plnally, he crowned the whole sandwich with deli- 
cious, lightly salted french fries. He would then wrap the nipaj in what looked like tissue paper, only 
putting the hot dog In a brown paper bag It the custonner said Ife or she was taking it out instead of 
eating it In a parked car. Johnnie^s also handled several soft drinks and hot tarrtfles. Of all his menu, 
the tarn ales were the least succssifuL 

On the whole, Johnnie's^ did a good business. The mairi rushes were from 12 p.iti. to 1 p.m. 
and again from 8 p,m, to 9 p.m^ These rushes rnainiy consisted of various factory iniployeisbut on 
their lunch times — one was the daytime shift and the other was the late shift that worked until 1 2 
a.m; People thought. that. thirty-cents for i hot dog vwas not very much at all to pay, considering all 
they got^for it, and fhatJf -vyp^ tas^^®^^ *o eat, and to still have some fr©6 time be- 

fore having to return to thefr Jobs. ' ^ ■ 

Around 1 97 1 , about 1 5 years after Johnnie's first opened, Mr. Robertson had a chance to buy 
some property and build a more modern; place in whigh to da business. Mr, Robertson had always 
felt a little asharhed of the looks of his pWce,and now he had a chance to do something abcLjtthat> 
feeling. He bought the land and decided to include In his new place an area for people to ait down " 
and eat. He also decided to add a couple of items to the nn#nij. He felt that a fancier place stiould 
have a fandexL-menu. Mr. Robe rtson knew that it would take^priost of the profits he had saved all 
these yfars to begin the new operation, but he decided to take the risk. One of the most CQstly 
items for the new building was the huge pizza oven he was havVg Installied. The completion of the 
new building and the outfitting^of it would take about two montrts. Mr Robertson Imrnedlately put 
up large printed signs in the old place to-let people know where the new place waa;to be and v^hBT) 
service would bSgin. . • \ i 

After about a month at the new plaqfj Mr. Robertson knew something vvas w^ong. He was no 
longer having the volume of customers he used to have at the old place, especially at the rush 
times. He was worried that he might have over-eKtended hirnself by hiring a 'waitress to serve the. 
hot dogs and the new line of pizza in the sit down area of the restaurant. He decided to keep his 
business open until midnight on weekdays and until two In the morning qn^weekerjds to try to make 
up for lost customers. He also decided to advertise In the local newspapers arid on a local tele- 
vision station. He had never done this before, but now he felt it was necessary i^ order to help his 
'buslnbss, \ ^ . I 

Mr. Robertson found ouMrorn some long-time customers why the flow of custorners v/as re- 
duced during the heavy lunch rushes, One thing was that he had inadvertently pir^ked a site for his 
new building that, although not^'yery distant from his old place, was on the other side of $ome raih 
road tracks from most of the factories. It seemed that the lunch rush times were exactly the times 
when the railroad did a lot of gwltching and coupling of cars to set up those traihs that were hauling 
loads to other cities. The factory workers found theinsel/es getting stuck at ihk crossings. This cut 
down on their free time that they were used to having for thernselves. So, isven though the hot 
dogs were good, most of them decided to patronize a little Italian beef .stand cjosep to their 
factories and on the sanie side of fhe tracks. Also, some workers felt awkwar^ walking Into the new 
Johnnie;s in their work clothes. They felt that they had to clean up to go there/That was alright 
sometimes, but inconvenient to do every day of the work week^^ 

After about three months, Johnnie's was still In the red, although mordm customers had been 
picked up by keeping the 'place open later at night, Sut it seemed that it;barely made up for the 
salary that he hadjo pay his waitress, Mr, Robertson raised his hot dogs to^ thirty-five cents in order 
to make up a little for the lack of businesa. He also decided to bring In sonie nightly entertainment, 
such as local rock groups and folk singers, to try to draw the customers.'He spent a tot of rnoney 
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advertising these appearances each week. He was also considering applying for a liquor license. 
He thought that beer added to the menu would pick up the demand for the new line of pizza, and 
that people would begin to make more use of his sit down section. 

He was beginning to daydream now of the uncomplicated times when he was at the old loca- 
tlon. On the average, Mr, RobertMn was putting in a twelve hour day. It was beginning to wear on 
him. He thought that it would be nice if he could hire a manager, at least part-time, for his place, but 
he didn't see how he could afford lo do that now. He thought that perhaps in six months he could, 
when business picked up due to the new attractions he was offering. 

Suggested Questions for Discussion: 

1. What business is Johnnie really in now? Is it the same business he operated successfully for 
years prior to the move? 

What market is Johnnie attempting to serve currently? Is it the same rharket his business served 
prior to the move? 

Did Johnnie really know enough about his market and business to make the move? 
4. What suggestions do you have for Johnnie and his business? Be specific. 



(cover copy below when xeroxing case) 



Points To Be Highlighted by the Case: 

7. In order to be successful the owner/ manager must 
determine what business he or she Is really in, and 
not attempt to do too many things, 

2. A business must be aware of its particular market 
and be able to meet those people's needs and 
wants. 



Possible Solution: 

h Prior to the move, Johnnie was operating a suc- 
cessful, but simple, hot dog stand, He is currently 
attempting to operate a restaurant. In fact, Johnnie 
seems to be entering into the entertainment busi- 
ness as well as the restaurant business. 

2. Prior to the move, Johnnie's market was primarily 
limited to the factory workers who were on their 
lunch break. As a result of the move, Johnnie has 
lost this market and is attempting to identify a new 
market. The nightly entertainment, consisting of 
rock music groups might serve a young market, 

3. Apparently Johnnie had given little thought to the 
market he was serving. If he had known why his 
customers were buying his particular product, he 
probably would not have made the move to the new 
location. 

4. There are several suggestions which could be 
made to Johnnie, If possible he could sell the new 
business and move back to the old location. Ano- 
ther suggestion might be to take his product to the 
factory workers. For emmple, he could sell hot 
dogs to the workers at the factory from a truck or 
van. Another suggestion would be to identify a ne w 
market and serve their needs and wants with the 
ne w business. 

detsrminlng product and market 2 1 
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Selecting the business location is one of several fac- 
tors which is vitally imporlant to the success or failure 
of a small business. The location is one of the primary 
initial concerns of the small business owner/manager. 

It is essential that the enterprise begin operation at a 
location which offers the probability for success. In 
many instances, the smali business owner/manager 
looks no further than the nearest vacancy sigafor the 
location of the business. To Increase the chances that 
the business will be successful, it is Jmperative that 
considerable thought and research be given to the . 
problem of selecting a location. Sound managerial 
decisions in the area of business location are ex- 
tremely important, Students need the required Informa^ 
lion and necessary skills to make sound management 
decisions regarding the selection of a location for the 
business. It should be emphasized that although a 
good location may allow a mediocre business to sur- 
vive, a bad location may spell doom for even the best 
planned business. 

Although this unit deals with the tnitia) selection of a 
business location, the students should be aware that 
analysis of the location should be a continuous 
process throughout the life of the business. Such fac- 
tors as changing popuiations, changing customer 
buying habits, new methods of transportation, and the 
direction of community growth can adversely affect the 
suitability of the business location. 

There are two basic aspects of selecting a location 
for a business: (1) deciding on the particular com^ 
munity, and (2) selecting a particular site within that 
community. The content and suggested activities 
within this unit are designed to help the instructor 
prepare the students to make vital decisions concorn- 
ing the location of a business in a manner which will 
start the business on the way to a successful and 
profitable future. 

\ 

2i) 



Unit Objectives 

® To present major points to be considered when 
selecting a good location for a succBssful srnall busl- 

ness. . 

© To provide guidolines for selBcting a specific site 
for thie small business. 



Student Objectives 

® Given various metliods by wfiich small business 
owners and managers commonly select tfieir locations, 
tlie student will be able to explain why or wtiy not 
ttiBse methjods are snund. 

& Given various factors to be considered when de- 
ciding on a particular community for a business loca- 
tion, the student will be able to list and explain at least 
three reasons for deciding on a particular community 
for a particular business.. 

m Given various guidelines for mailing a market analy- 
sis, the student will be able to Bnalyze the location by 
identifying three economic characteristics of the conh 
munity and at least four demographic characteristics of 
the potential customers. 

0 Given the information necessary to analyze the 
market competition^ the student will be able to make a- 
list of at least five ways to determine the strength of 
his or her competitors, 

9 Given guidelines for selecting a particular site within 
the community,' the student will be able to list and ex- 
plain at l0ast eight factors to be considered when se- 
lecting a particular site. 
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L Why Is the Location Imporlant? 

A. A good location is necessary for the success of 
moat businesses. The Small Business Administra- 
tion indicates that only 3% of business failures 
are directly attributed to a poor location. But, a 
poor location can be the primary reason for the 
failure of an otherwise excellent business. 

© Have students either respond verbally (In a class dis- 
cussion) or write a short paper either defending or re- 
jecting the following statemetH: LocBtlan is not impor- 
tant because people will go out of their way for a 
good service or product that they really want. 

IL How Should the Lbcation Be 
Selected? 

A. Many small business owners and managers select 
their location by using one of the following 
methods: 

1 . Notice vacancy sign 

2. Information from friends, relatives, etc. 

3. : Advertisement 

B. Before using any of the above methods for se- 
lecting a business location, the owner/manager 
must be aware of the nature of the business, de- 
termine' the product or service to be offered, and 
identify the market to be served by the business. 

. Once this process is completed, almost any me- 
thod for selecting the actuyl site will suffice= 

IIL What Factors Should Be 
Considered when Deciding on 
the Particular Community? 

A, The decision to locate in a town, city, or sub- 
urban area 

1 . The nature of- the business 

2. Personal preferences of the owner/manager 

3. Transpprtation and access tb the business by 
the owner/manager and the potentiar custo- 
mers 

4. Quality of competitors' products 

5= Services performed by competitors 

B. Information regarding the economic conditions of 
the area, the demographic oharacteristics of the 
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market population, and the strength ot the poten- 
tial competitign can be obtained from the follcw- 
ing sources: 

1 . The local chamber of commerce can offer first- 
hand information regarding local business con- 
ditions and trends, 

2. The Bureau of the Census compiles data re- 
garding the demographic characteristics of the 
market population. This data is available at 
most public libraries. 

3. The Bureau of the Census publishes the Cen- 
sus of Business which contains information on 
the wholesale, retail, and service trades. By 
pursuing business census figures the market 
and competition can be analyzed. This publica- 
tion Is also available at most public libraries. 

4. The Department of Commerce issues statistics 
on growth and expansion trends for various 
communities and geographical areas In the 
United States; 

# IHave students divide into groups. Have each group 
select a businesn within the tocal cornmunity and de- 
velop a list of characteristics of the types of customers 
who patronize the business. Compare and discuss 
each group's list. Having selected a particular type of 
business, each student group will analyze the competi- 
tion it faces. The analysis should include number of 
competitors^ their size and financial strength, whether, 
the market can support another similar business, 
quality of products and services offered, and what 
extra services are offered. 

\y. What Factors Should Be 
Considered when Selecting a 
Particular Site within the 
Community? 

A, Buying or leasing the site 
1 . Advantagas of leasing the site include: 

B. The initial capital required to establish the 
busfness-isgreatly reduced, 

b. Available capital can be used for operatton 
of the business. 

c; Major maintensnce costs may^ be paid by the 
landlord. (The owner/manager should be 
aware of my hlddeh costs in a lease such as 
damage repair, maintenance, etc) 
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d. The owner/manager can eiect not to r^new 
th© lease, snabiing he or she to leave the 
location without sustaining a loss. (Fo'" ex- 
aniple, if the neighborhood deprec/ates 
rapidly.) 

2. Advantages of owning the site include: 

a. Appreciation of the building (if there Is any) 
belongs to the owner. 

b. Any desired changes or alteration of the 
building can be made. 

c. There is no danger of not being able to re= 
nev,' the lease. 

8. Traffic 

1 . Pedestrian 
2- Auto 

3. Flow — where is the traffic going and does It 
ever stop 

C. Accessibility for potential customers 

1 . ParKing 

2. Roads, streets, public transportation 

D. Location of competitors and other businesses 

1 . Locating too far from the competition can be a 
problem. It does not allovy for comparison shop- 
ping by potential customers. For example, peo- 
ple tend to shop for used cars at a "used car 
row" 

2^ In many cases it is desirable to locate near 
complimentary businesses in order to draw 
potential customers. An example would be a 
drug store locating next to a supermarket. 

E. The layout of the business must be suitable for 
the product and operation 

/ 

1 . Floor strength and appearance / 

2. Ceiling height and appearance / ' 

3. Floor space—selling and non'Selling 

4. Expansion possibilities 

5. Visibility to potential customers 

6. Accessibility for deliveries 

7. Image reflected by building 

3. Any facilities that are necessary for, a particular 
business 

F. TaxeSf local ordinances, and zoning laws must 
be considered 



o Have stuclenis who have selected similar typeti of 
businesses dBvelop a comprehetislve list of physical 
characteristics of a site which are essential to the 
operation of that particular type of business. Have 
them develop an additional list of characteristics which 
would he desirabfe, hut are not essential. Discussion of 
the lists might focus on costs involved in obtaining a 
site with those aharacteristics and the expectBd gain 
or return for each characteristio 

@ Have students select an established business within 
the community and analyze its location with regard to 
the information presented in class. 

@ Require each student to select a location for estab- 
lishment of a business within a local area. The student 
must demonstrate In written form that a sound man^ 
agement decision based on research has been made, 
and defend the location in class. 
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Jack Smith has just received notice that the bjilding his store occupjes wlirbe lorn down in 
three months, and tie must move by that time. Mr. Smith owns a clothing store which handles 
quaiiiy merchandise. The store is located on the busiest st^oat in the downtown area of a town of 
1 2,000 people. His business grosses $200,000. a year, which nets him a fairly large profit. 

He currently operates with two employees and his wife, who does the office and paper work 
for the store. His store Is presently located on the same street as a bank, a savings and loan, and a 
dep,artment store, ail of which create foot traffic past his store. Parking is somewhat of a problem at 
his present location. There is limited parHing for the bank and department store, and the bulk of the 
remaining parking is diagonal street parking with parking meters. 

The store itself has large outside windows which allow for more than adequate display area for 
window s^hoppers. The selling area is approximately 70 feet wide by 80 feet long with 1 2 foot ceih 
ings. The merchandise is displayed both in open areas and in display cases (closed areas). There is 
a large display case at the entrancG to the st ";re which forces the customers to go to the right 
where shirts and ties are located or to the left where shoes are displayed. The pants, sweaters, 
, . suits, and sport cbats are at the rear and sides of the slore. 

The year's heating and air conditioning costs for the store are approximately $375/per rrDnth 
for oil heat and $250. per month for electric and air-conditioning. The 12 foot ceilings have contri= 
buted to the inflated e)<penses for heating and cooling the store, ' 

Mr. Smith has three months to select a site and develop the site into a usable and attractive 
store. There are four acceptabje sites available to Mr. Smith. Three of the sites are located in town 
and one is ivailable in a new shopping maH on the outskirts of a neighboring town approximately a 
mile south of the interstate highway. Two of the sites in town are for sale, but the mall site and one 
of the downtown sites are available on a lease only arrangement. ^ 

Site ■■ A" is located one block east from Mr. Smith's present location on the corner of the inter= 
' section of the major east and west street and the main north and south road through town. This site 
has approximately the same square footage as his current store. The site Is avaiiable on a lease 
only arrangement at three dollars per square foot per year. Parking availability is about the same as 
the current site, but foot traffic is less. The other three corners contain a car sales room, a vacant 
building, and the state unemploymefit office. The store has been recently remodeled. 

.Site "B" is iocated on a corner a block west of Mr. Smith's current store. The building is for 
. sale. A small parking lot at the rear of the building is included in the sale price. The purchase price 
is $50,000, Foot traffic is less than at his current site, but greater than at site "A". The other three 
corners include a movie theatre, a tire store, and an office building with meeting and renm! hails. 
The interior of the building is in disrepair, and would require $ I 0,000. to remodel. Also, this site has 
about 60% of the total square "footage of his current location. 

Site "C" Is located on a corner four blocks west of the current site. This buildfng is for sale for 
$35,000. Parking here is more than adequate with an off street parking lot available across the 
street. The store is one block away from the main downtown shopping area in a lower rental dis- 
trict. The foot traffic is far below the traffic at sites *'A" and "B'\ The store at site "C" is In need of 
remodeling, and estimated costs reach $15,000. In addition to the parking lot across the street, 
there is vacant property on one corner, and a discount appliance store on the remaining .corner^ 
The square footage at site is about the same as that of Mr, Smith's current locaticn 

Site *'D" Is located in the shopping malL This site is not for sale, but leases for sIk to fifteen 
dollars per square foot per year. Parking here Is more than adequate. All of the current shops in the 
mall carry middle to high quality merchandise. The foot traffic is greatest at the higher rental areas. 
Each site in the mall must develop its own Interior. The cost of this development would be approxi- 
mately $30,000. The foot traffic at any store in the mall would be greater than the traffic at- site 
"A", '*B", or but leas than the traffic at Mr Smith's current site. Mr. Smith can have his choice 
of square footage at the mall. 

Mr. Smith needs to make a decision on the move quickly since he has only three months to 
complete the move. 

■ ^ 
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Suggested Quastions for Discussion: 

1. Which site do you think Mr. Smith should seiect? Give reasons for your choice, including advan- 
tages and disadvantages of all the sites, to defend your selection. 



(cover copy below when xeroxing case) = 



Points To Be Highlighted by the Case: 

h The business location should be considered care- 
fully. Consideration .should be given to the market 
served, cost of the location, traffic patterns, acces- 
sibility, location of competitors, surroundings, and 
the physicaf advantages ana di '^advantages of the 
building. 



rossibla Solution: 

1 This case offers an excellent opportunity for the 
students to use the ^'worksheet = for decision- 
making'* which can be found at the end of unit one. 
It is recommended thM the students list advantages 
and disad vantages for each of the four sites before 
rnaking a decision. 

There Is no one ''right" answer to this case. Any 
Selection should be based on decisions made re- 
garding the follo wing major considerations: 

a. ) Advantages and disadvantages of owning or 

leasing the site, , ^ = 

b, ) Cost of owning or leasing each site. 

c) Status of the neighborhood, including sur- 

rounding businesses for each sitm 
d.) Parking facilities at each site, / 
§.) Accessibility for potential customers/ for each 

site, ^ I I 

f) Physical layoutl of each site, including appear- 
ance and space, 

g) Expansion possibilities at each ^te. 
h.) Amount of traffic at each sitey 
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Many prospective small business owners and mana-^, 
gers have promising business ideas and plans. How^ 
ever, they may discover that the capital necessary to 
initiate their plans is not readily available. As a result* 
many prospective small enterprises never become 
operational 

The instructor of small business ownership and man- 
agement should make the students aware of the types 
of funds which are available to the prospective busi- 
ness owner It should be emphasiEed that sound pre- 
paration and planning will increase the probability of 
successfully obtairling the needed capitaL 

The days of opening a business with five dollars in 
the cash drawer and a sincere desire to succeed are 
oone forever. In addition to a sincere desire to suc- 
ceed and a willingness to work, the economics of 
today's business world require sound and thorough 
capital planning by the prospective entrepreneur. The 
small business owner will ajmost certainly have to 
invest a sizable amount of personal money in the busi- 
ness. However, much of the capital needed to begin 
operation of a business can be obtained through credit 
or debt financing. 

This unit will Identify potential sources for obtaining 
initial capital, and will offer suggestions regarding the 
necessary preparations for obtaining debt or credit fi- 
nancing. 



Unit Objaotivas 

• To explain the difference between equity and credit 
or debt financing of a businBSS. 

m To provide students with information regarding 
sources and procedures for financing a business, 

Studant Objaotives 

e Given a particular business, the student will be able 
te- 
ar Explain why the business owner /manager will 

more than likefy need to invest personal funds in 

the business. 

b. Explain the difference between equity arid credit 
or debt financing. 

c. List 'four possible sources for obtaining equity 
capitaL 

d. List four possible sources for obtaining credit or 
debt financing. 

e. List and explain the four C's of credit. 

f. Prepare a presentation to be made to a banker for 
t^e purpose of obtaining a small business loan. 
This presentation will include personal back- 
ground information^ a description of the business, 
and a projected sales forecast and expense sum- 
mary. 
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I Can Ail of the Needed Capital Be 
Borrowed? 

A. Almost any lending Institution will require that the 
entrepreneur put up a substantial amount of the 
money needed to initiate the business. In many 
cases the borrower will have to match the amount 
of money he or she is attempting to borrow. This 

, depends to a great extent on the market and eco-^ 
nomic conditions. Very few reputable institutions 
or individuals will be v/illing to risk their money un 
a venture if they see that the owner has none of 
his or her own money Invested in the firm, 

B. The money that the owner puts Into the business 
is called equity capital. It Is the owner^s invest- 
ment in the business. Borrowing needed capital is 
called credit or debt financing. 

C. The lender must be able to sense a personal 
commitment and involvement by the business 
ov/ner. This persor^f 'commitment includes time, 
energy, and money that the owner is willing to 
contribute to the business. 

« Have the students relate their own Bxperiences re- 
garding thp use of a co-'Signer to obtain a small joan; 
as, for example^ when they obtained their first auto- 
mobile loan. 

# Ask the students to list what they would require of a 
borrower before they would lend money for a business 
venture. This list can be written on the chalkboard and 
discussed by the class. Additions to the list can 
made as the class discussion progresses^ 

11. Where Can Equity Capital Be 
Obtained? 

A, Personal savings 

B, Friends and relatives 

C, Partners, It (s possible for the owhe/ to form a 
^ partnership with one or more individuals., in order 

to obtain enough equity capital to initiate the busi- 
ness. 

D, Incorporate. It is possible to incorporate the bush 
ness and sell stock in order to raise equity capltaL 

9 Have the students react to the idea of borrowing 
money from friends and relatives. Although it is a 
source of equity capitQl, the borrower should be aware 
of possible problems, &nd regard the loan as any other 
businms transaction, 
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ill. Where Can Credit or Debt 
Financing Be Obtained? 

A. Banks 

B. Finance companies 

C. Government agencies 

1. The Small Business Administration. The SBA 
may guarantee a loan made by a bank to a 
small business owner/mahager. Before any 
guarantc Is made, the SBA requires that the 
loan application be turned down by two or three 
banks. Proper forms must be filed and the pro- 

' cesslng time can be several months. Further in- 
formation can be obtained by contacting the 
nearest SBA field office, 

2. Small Business Investment Companies. SBICs 
are licensed by the Small Business Admlnistra' 
tion but are privately organized and managed 
firms. Although SBICs usually prefer to buy 
stock in a company, long^erm credit financing 
is available. Further information regarding 
SBICs can be obtained. by writing the National 
Association of Small Business Investment Com- 
panies, 512 Washington Building, Washlngtoni 
D.C. 20005. 

D. Trade credit. Suppliers extending credit terms for 
^ equipment, inventory, etc. allows the business to 
, begin generating sales before payment is due. 

IV ^How Can the Chances of 

Obtaining a Loan Be Increased? 

A, The small business ovi^ner/manager cannot be 
sure of obtaining a loan, but it Is certain that if he 
or she is prepared when going to a lending insti- 
tution, the chances are much greater that the loan 
will be obtained, 

B. A banker or loan officer will take into considera- 
tion the four C's of credit when evaluating an 
applicant and considering the loan; 

1. Character: The applicant's attitude toward cre- 
dit will be eKamined, mcluding his or her past 
record of meeting obligations. 

2. Capaolty^ The applicant's income will be ex- 
amined to determine his or her ability to pay 
back the loan, 

3. Capital* The applicant's personal worth will be 
examined including savings and any other per* 
sonal or real property, 

4. Conditions^ The economic conditions of the 



community, state, and region will have an effect 
on the availability of a loan. "' 

C. The prospective business owner should demon- 
strate that he or she has a business strategy or 
plan of action which will lead to success. 

D. The lender will want to be sure that the prospec- 
tive business owner has experience or 
knowledge In the area of ttae proposed business, 

'E. Whether attempting to raise equity capital or ob- 
tain credit financing, It is essential that a well re= 
searched and realistic plan be presented. 

© Invite a local b&nkBr who specfafizes In small bush 
HBSS loans to maHe a prBSentBtion to the class regard- 
ing how B potential borrower is evaluated. The stu--. 
dents will find this &xtremely practical and valuable In- 
formation. The local banker Is one guest speaker that 
should definitely be included In the course. The 
banker's expertise will provide the realism that will add 
greatly to classroom instruction. 

m The instructor might obtain copies of loan applica- 
tions from a local bank to be given to the students. 
This will give the students an opportunity to determine 
exactly what a lending institution is concerned with 
when evijiuating an appficant. 

# Have students react verbaily to the impdrtance of 
the four C's of credlt^ The class. plscusslon should em- 
phasize the Importance of the four C's of credft to the 
success of a business. 

9 Have students develop a list of Items to be included 
in a business plan that Is to be submitted to a banker 
for consideration when attempting to obtain a loan. Dis- 
cussion may be followed by having the students rate 
the importanCG of each of the Items. 

V. What Should Be Included in the 
Business Plan? 

A. Personal background Information including ex- 
perience in the field of the proposed business. 

B. Business description including products or serv- 
ices to be offered, and desired location. 

C. Analysis of the market to be served. 

D. Analysis if the existing competition including the 
estirnated market share. 

E. The strategy for success. ' 



F. Projected financial statements Including a salis 
forecaat and expense summary. 
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Projioted Sales Forecast and Expensi Suiinary 



Jan Feb Mar Apr ley Jun Jul Aug Sip Oct Nov Dec Annual 



Net Sales ^ 
Cost of Goods Sold 
Qross Profit 
Salary Expanse: 

Owner 

Employees 
Other Expensei: 
. Supplies 

Advertising 

Teleptione 

Delivery 

Rent 

Utilities 

insurance 

l^aintenance 

Miscellaneous 

Taxes 
Total Expenses 
Net Profit 
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# Have groups of students dQs/elop business plans to 
be pr&sented to a banker for the purpose of oblalning 
at loan, These business plans should be presented In 
cfass. The other students or the instructor act as the 
banker and evaluate each presentBtlon. (Students 
should be aware that the sales forecQs* and expense 
summary is compiled on a cash basis only. The figures 
should be as realistic as possible. The Intent of the 
sales forecast and expense summary is to acquaint the 
students v^ith a financial statement. The Instructor 
should emphasize that more accurate figures would 
come as a result of research and would depend on the 
particular type of business. More sophisticated finan- 
cial statements will be introduced in unit eight, Finan- 
cial Management,) 
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Assume you are the loan officer at a local commercial bank. You wsr© recently approached by 
the following people requesting business loans. An Interview was cphducted with each applicant. 

Jntervlew #1 ; _ 

A group of three nicely dressed young men in their late twenties have asked you for a loan of 
$1 00,000 to finance a production operation involving electrical components. The men are very ar- 
ticulate and have prepared a very thorough and well planned presentation for you. It had been sent 
to you a day or two ahead of time fbr your inspection. As you begin to discuss the proposition it 
becomes clear that the three individuals are not planning to put up any of their oVvn money to 
finance the operation. The business plan shows an Increase in salary for each individual over what 
they are earning at their current Jobs. There is also a rental car for each Individual included in the 
budget. ^ ^ ' 



Intsrviaw #2 

^ An overweight, middle-aged man has come to see you seeking a loan of $10,000 to establish 
an office equipment and supply store. His appearance leaves quite a lot to be desired since his 
shoes are unshined and his clothes wrinkled. As he sits down to discuss the proposition, he pulls 
out a small piece of note paper on which the entire proposition is written. He begins by telling you 
something about himself, his family, and his current job as a salesman at an officfe supply store. He 
explains that by cutting cdrners on his family budget, and adding that money to his savings he can 
match the $10,000 loan. This will give him the $20,00tf needed to finance the business. He further 
explains that both you and he will need to set up a schedule for repayment of the loan according to 
business profits. ^ 



intarviaw #3 

■ A man in his late thirties enters your office with a proposal to establish a television and radio 
repair shop. He begins by telling you that he has twenty years experience in the television and 
radio repair business. He is currently the manager of the service department at a large electronics 
,^ store across town. During his presentation it becomes clear that the m^an has the technical know- 
ledge and elKperience necessary to run the business. He is asking for a loan of $30,000 to initiate 
the business, but only has $6,000 of his own to Invest. 

e 

Intarvtew #4 

A young man who is currently a school jeacher has come to see you regarding a loan of 
$25,000 to establish a French restaurant in town. He Is willing to invest $26,000 of his own money 
which he has saved over the past several years. While he Is making his presentation it becomes 
clear that he knows very little about the restaurant business. In fact, when you asked him if he 
knew the recipe for a^French dinner he had no idea of how to make it. He concluded his presenta- 
tion by claiming that although he did not know anything about French cooking or running a res- 
taurant, tie yyould hire people who did to insure the success of the business. 
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Two women have come to your office with a proposition to establish a recycling business for 
drums containing chemical fertilizer. They are asking you for $50,000 to finance the business and 
are able to invest $20,000 of their own money. The women explain to you during their presentation 
thai virtually all fertilizer plants have to either haul these drums to a land fill of*hire someone to haul 
them away. They explain that it Is too expensive to ship the empties back to the supplier since the 
shipping costs exceed their value. The women further explain that they have taken samples of the 
drums to alchemist for analysis. The analysis revealed that the drums are made of a high grade 
steel which can be easily reduced to reusable steeL They have made arrangements to obtain the 
drums from the fertilizer plants at no cost, Dollar figures for obtaining the necessary equfpment are 
also presented. - ' . 

Suggested Questions for Discussion: 

1 . To which applicants would you grant loans If you had to hiake the decisions? Formulate and list 
reasons for approving or disapproving each particular loan. . ' 



fcovef copy below when xeroxing case) ^ 



Points To Be Highlighted by the Case: 

7. A lending institution will evaluat& an applicant for a 
husinBss loan with regard to: 

a. Personal commitment and Involvement. 

b. A business strategy or plan of action. 

c. Experience in the area of the proposed busi- 
ness. V 

d. Finanoial planning to include how the loan will 
be paid back. 

e. Personal background information, including 
character, capacity, and capltaL 



Possible Solution: 

IntBrvlew Disapprove loan-^no personal commit- 
ment. 

IntBrview #2: Approve icMn— personal commitment 
and experience. 

Interview ^3: Disapprove loan— not enough 
personal money invested: ask him to 
raise more equity capitaL 

Interview #4: Disapprove loan— no experience or 
knowledge of field. 

Interview #5; Approve loan— personal commitment 
and business strategy. 
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The sole proprietdrship 



LICENSE 




. A partnership 




A corporation 
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One ©f the first decisions the ov/ner of a amall 
business must make Is to detemnine the form of legal 
organization of ■ the enterprise. However, this initial 
decision may not be final. Not only will the business 
grow and alter its operation over time, but financial and 
tax situations may modify the^ advantages and disad' 
vantages of the various legal forms of organization. 

The^ vast majority of all the business firms in the 
United States are organized as one of three legal 
formi. They are the sole proprietorship, the partner: 
ship, and the corporation. 

The business owner should have a basic knowledge 
of the legal forms of organization available to the busi- 
ness, ''and should be aware of the relative advantages 
and disadvantagts of each form of organization. Com- 
petent legal advice should be obtained when deciding 
which legal form to adopt. 
. This unit will identify the advantages and disadvan- 
tages of each of the three basic forms of legal organi- 
zation with regard to six areas of concern to the small 
business: (1) legal costs and procedures necessary 
for starting the business, (2) liability of the owner(s), (3) 
coniinuity of the business. (4) management of the busi- 
ness, (6) acciuiring additional capital, and (6) taxation. 



Unit Objeotives 

a To provide information regarding the differences 
be? ween a sole proprietorship, a partnership, and a 
corporation. 



9 To present major points to be considered when se- 
lecting the legal form of organization for a business^ 

Student Objeotivas 

• Given adequate information, the student wilt be able 
'to explain the basic structural differences betvveen the 
sole proprietorship^ partnerships and corporation, 

9 Given adequate Information concerning the sole 
proprietorship, the partnership, and fhe corporation, 
the student will be able to: 

a. Explain the legii costs and procedures necessary 
for starting a business for each of the three basic 
forms of l&g&l organization. 

b. Explain the differences In liability for the owner(s) 
depending on the legal form of organization 
adopted, 

c. Explain how the oontlnuity of a business Is depen- 
dent on the legal form of organization adopted. 

d. List and explain at least one advantage and one 
disadvantage regarding management for each of 
the three basic forms of legal organization. 

e. Explain why the legal form of organization of the 
business could make a difference in obtaining 
additional capital, 

f. Explain how the legal form of organization will af- 
fect the taxes which the business must pay, 

• Given a particular business, the student will be able 
to identify four reasons for selecting a particular form 
of legal organization. 
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L How Many Owners Are There In a 
Sole proprietorship, a Partnership 
and a Corporation? 

A. The sole propnetorship has only one owner 

B, A partnership has two op more co-owners. 

=C, A corporation Is an association of, stockholders or 
owners chartered by the state. The corporation 
has the authority to transact business in the same 
manner as one person, . 

• HavB studmnts identify businmses within the com- 
~munW~whicfi aif& examples of a sole pmpri&tQrship, a 
partnership, and a corporation. The instructor should ' 
also be prepared to give examples. 



\l Are the Legal Costs and 
Procedures for Starting All Three 
Types of Organisations the Same^ 

A, Sol© pfopnotorship^ When starting a sole'pro- 
prietorship the only requirements are to. deter- 
mine if a llGanse is required for the partioular busi- 
ness, and if a state tax or license fee must be 
paid. Because of the limited restrictions, the soje 
proprietorship is the easiest to starts and the initial 
/Costs are usually low. 

Partnership. The cost of organizing a partnership 
is usually low. In addition to any necessary 
licenses, it is recommended that a partnership 
agreement! cailed. the articles of partnership, be in 
writing and prepared by a competent attorney. 
The articles of partnership should contain at least 
the following provisions: 

1 , division of profit or loss 
' 2. compensation to each partner 

3, distribution of assets in the event of dissolution 

4, duration of partnership 

5, duties of ei^cii partner 

Corporation* The corporation is more complica- 
ted to form than the other two types of organiza' 
tions and is usually more costly. Legal procedures 
of the state In which the corporation is being 
formed must be followed stnctly. The officials of 
the corporation must file a special document 
called the "articles of Incorporation" with the 
state, pay fhitial tax and filing fees, and hold offi- 
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Gial meetings to deal with specific details of 
operation and organization, 

D. There are other less common forms of legal or- 
ganization, such as the subchapter S corporation, 
the business trust, the partnership association ^ 
and the joint stock company, available to the 
small business. Although most businesses are or» 
ganized as a sole proprietorship, partnership, or 
corporatloni all forms of legal organization should 
be discussed with a competent attorney before 
ariy=.jd@qJiioiff;regarding which form jp^ select 
'made. The attorney will need to' know"^ as much 
^ about the business and Its owner(s) as possible, 
including the personal financial position of the ^ 
owner(s)Vsblhat^ soUTftf^^^ 
made. 

\. 

# Divide the class into small groups for the pur- - 
pose of preparing a partnership agreement. The stu- 
dents in each group represent partners In a hypotheti- 
cal business of their choice. Discussion of the various 
items included In each agreement should follow. In 
discussing each partnership agreement, Important 
items which should be included in most partnership 
agreements might be written on the chalkboard, 

III What is the Liability of the 
Owner(s)? 

A. Soli proprlatarahlp.' A single proprietor is per- 
sonally liable for all debts of the business. If 
necessary, this liability includes all of the proprie- 
tor's personal property and assets. 

B. Pailnerahlp. Each member of a general partner- 
ship Is fully liable for all debts owed by the 
business regardless of their personal investment ■ 
In the business and includes all personal propenty 
and assets. Each partner is also responsible for 
and liable for the acts of the. other partners with 
regard to business obligations. 

Limited portnershlp. Umited partners are liable 
only for the amount of their investment, but they / 
may not take part in any management activities, A -/ 
limited partnership must have at least one general / 
partner. 

C. Carporatlon. The stockholders, or owners, of li 
corporation are liable only for the amount of their 
investment. While stockholders may lose the 
mpney they invest in the business, they cannot 
be forced to pay corporation debts with additipnal 
money frofp personal funds, ' 



IV. How Does the Legal Organization 
Affect Continuity of the Business? 

^ A. Sole proprietorship. The business is terminated 
by the dGath or incapacity of the owner. 

ByPirtnarihIp. The partnership is terminated by the 
death, Incapacity, or withdravyal of any one of the 
partners, unless the articles of partnership state 
that surviving partners can continue the business 
after buying the deceased's interest from his or 
■^r ^ her estate, j.^ ^= ..-m" 1; 

' -C. Corporation. Corporations have a separate and 
continuous life of their own, and do not dissolve if 
a stockholder dies or sells the stock to another 
person. ' \ 

V. How Does the Legal Structure Af-^ 
feet Management of the Business? 

A. Solo proprlatorshlp. In a sole proprietorship there 
is only one boss. He or she may operate the busi- 
ness in any way desired as long as the law is not 
broken. However, all management decisions are 
made by, one person which can be a decided dis- 
advantage. 

B. Pannership. In a general partnership each part- 
ner typically has an equal role In management with ^ 
the various duties divided among them. Their com- 
bined abilities and knowledge may give the part- 
nership an advantag'fe over the sole proprietorship 
regarding management, although the division of 
management duties may lead to disagreements. 

Corporation* The corporation is usually in tNe best 
position to obtain additional capital. In addition to 
pledging corporate assets as collateral, a corpora- 
tion may sell additional stock in the company to 
raise funds. ^ [ 

VII, How Will the Legal Structure 
Affect Taxes? 

A, Sole proprietorships Personal income tax must 
be paid on the entire business profit. 

B, Partnerihip. Personal income tax must be paid, 
by all partners on their individual share of the 
business profit. 

C, Corpdratlon. The corporation is taxed twice. The 
first ta^ is on the amount of the business profit. 
The owners are also taxed on any dividends they 
may receive. 



# Invite a local afbrney who spmmlizm in business 
law, and Is currehtly being retained by small busl- 
nesses In the community, to speak to the class regard- 
ing the Importanoe of adopting the proper form of legal 
organization. The present&tlon could be expandBdJo 
include any legal considerations of which the small 
business owner should be aware, such as iocal ordi- 
nances and zoning taws. 

• The instructor may use the overhead projector to 
illustrate the advantages and disadvantages of the sole 
proprietorship, the partnership, and the corporation 
listed on the following page. Copies of the following 
page may be given to the students as a study guide, 

VIII. What Is a Franohls©? 

A, A franchise is not an additional legal form, but a 
form of distribution spanning all three forms. 

B, A franchise business offers an individual the op- 
portunity to begin a busihess which has already 
established a widely known product image. Com- 
monly known franchises include: McDonalds, 
Pizza Hut, etc, 

C, The franchisee usually owns the business and as- 
sumes operating responsibilities which are 
subject to certain specifications by the franchisor, 

D, Advantages of franchising may Include the 
followIng:^ 

1 . Training and guidance 

2. Established goodwill and image of the business 

3. Proven products and methods 

4. Possible financial assistance 

E, Disads otages of franchising include the foliow- 
Irig: 

1 . The franchise fees are often high 

2, A loss of Independence through the franchise 
agreement 

F, ^ny franchise opportunity should be carefully in- 
vestigated, One source available to the prospec- 
tive franchisee is Franchise Company Data, which 
can be obtained free from Sales and Distri- 
bution, U,S, ^Department of Commerce, Washing- 
ton, D,C., 20230. This publication offers valuable 
information concerning various types of franchise 
operations detailing what is expected of the fran- 
chisee and what the franchise operation can 
offer. Before entering into any franchise agree- 
ment an attorney should be consulted. 
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^ Deciding on tlis Lsgal Form for a Buaina0 



Sole Proprietorship 


Partnership 


Corporation 


Advantagss; • 


Advantagis; 


Advantagis: 


1, low start-up costs 


l.jQW start-up costs 


1. limited liability 


2. owner in direct control 


2, broader management base 


2, possibly specialized management 


3. all profits to owner 
4 possible tax advantage 

f 

s 


I possibly better able to obtain addi- 
tional capital ttian sole proprietor- 
ship 

4, possible tax advantage 


3, continuous existence 

4; possible tax advantage 

5. pqssibly easier to raise 
^ddtal capital 


Disadvantagia: 


S. losses divided 
Disadvantagii: 


/ ^ ' * 

Djsidvantagas: 


1. uniimitecl liability , 


1, unlimited liability 


1. closely regulated 


2. lack of continuity 

3. . difficult to raise additional capital 

4. limited fTianagement 

5. all losses to owner 


2. lack of continuity 

3. profits divided 

4. hard to findsultible partners 
6, divided authority and control 


2. extensivrrecordkeepiog 

3. ' usually most expensive to start 

4. double taxation 

i 




The Good Deal 



ax 
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Mr. Stevens has owned and operated a sen/ice station at one of the best locations in town for | p 
almost ten.years as a sole proprietor. The business has been very profitable' and has ailowed him S 
to save almost $30,000 over that time. Thanks to the insistence of his wife, he has also paid off I 
the mortgage on their home, ^ i 

Mr. Stevens has been looking for a way to expand the business In order to make more profit, | 
but, there is no available land adjacent to his business. He Is somewhat apprehensive about 
operating two service stations in two separate locations. He enjoys making independent decisions 
and feels that his presence at the station has been the key to his business success. 

A business acquaintance. Mr. Simpson, approached Mr. Stevens this morning about the possi^ 
bility, of forming a partnership, Mr. Simpson owns and operates two fairly successful service 
stations on the other side of town. He has managed' them for one year since his father retired and 
left the business. During the past ymr profits have been dwindling. Mr. Simpson believes this Is a 
result ot his poor management, since the two stations have been profitable for years under his 
father's management. Together, Mrs, Simpson's two stations are worth almost three times the value 
of>Mn, Steven's business, Mr. Simpson is aware of this but Is willing to make the new partnership a 
fifty^fifty arrangement. They would share all profits and each would own one half of the business. 

Mr, Stevens has told Mr, Simpson that he would think it over, and is going home to discuss the 
proposition with his wife. Although it sounded like a good business opportunity on the surface, Mr 
Stevens wants to be sure that he would not be making a mistake by accepting the otfef . He knows 
Mr. Simpson is not a very good businessman but. still, he would like to take advantage of the offer. 

Suggastad Questions for Discussion: 

What^bonsiderations should Mr. Stevens evaluate in making the decision? 

2. What should Mr. Stevens include in the articles of partnership? 

3. Should Mr, Stevens ercept Mr, Simpson's offer? 'Make two separate lists of reasons for ac- 
cepting and for rejecting the offer. . 



(cover copy below when xeroxing cas&) 



Points To Ba Hlghllghtad by the Case: 

1 The unlimited liability of the own&rfs) is a major 
considBrBtlon In the decision. 

2. The management of the buBiness Is a major con- 
Bideratlon In this case. A general partnership should 
strengthen the management of t buslness^ 

3, The importance of the articlBS of partnership should 
be ernphasiz&d-, " 



Posaibje SDlutlDn: 

7. A^r, Stevens should evaluate the liability he will 
incur by accepting the offer. He has a great deal to 
lose if Mr. Simpson is not a suitable partner The 
management position of the expanded business 
may be weaHenB0. 

2. The articles of partnership should include a provh 
slon that Mr Stevens make the management deah 
sions The following should also be Included in the 
articles of partnerkhlpjjl) divisions of profit or loss, 
(2) compensations to each partner (3) distribution 
of assets In the event of dissolution, (4) duration of 
partnership, and (5) duties of each partner 

3. Mr Stevens may want to accept Mr Simpson as a 
limited partner Mr Stevens would then have com- 
plete cbntrol of the management of the business 
and solve his expansion problem^ 
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The day-to-day duties of the manager of a small 
business usually include all aspects of the operation of 
the business. The manager has little time for reflecting 
on^ the goals of the business. However, business 
planning is essential to the long-run survival of a busi- 
ness. Most small businesses operate In a highly com- 
petitive environment. Planning will reduce risk and in- 
crease the probability for future success. Operating ^ 
the business on a day-to-day basis does not insure the 
long-run growth and prosperity of a firm, The business 
owner must be able to plan and to guide the operation 
of the business toward long-range goals, 

The need for a written plan of action is essentiaL 
Without explicitly stated plans of action, that Include 
periodic plans for checking and evaluating the 
business progress toward long-range goals, the busi- 
ness will npt likely succeed. In order to cope with 
changing conditions that occur in the market, the 
economy, or within the business, -.goals must be 
flexible and able to be modified If necessary. 

The content of this unit is divided into three major 
categories: (1) planning long and short-range goals, 
(2) organization to achieve goals, and (3) controlling 
the progress of a business toward achieving goals. 



Unit Objeotives 

• fo provide Information rBgarding the planning of 
long-rBngB and short-rsrige goals for a businesB, 

m To explsln the procedures for organizing a 
business to accomplmh the business goals. 

m To provide Information regarding the controtllng of 
progress toward business goalB. 

Student Objectivoa 

# Upon completion of this ufilt, the student will be 
able to: 

a. Explain why long Qnd shoft-rBnge planning Is es- 
sential to the suQcessful operBtlon of m business, 

b. List at least five questions to be considered when 
developing long-range goals for thB business. 

© Given a particular business and the necessary In- 
formation, the student will be able to: 

a. Formulate long and short-range goals which en- 
able the business to cope with change and com- 
petition. 

b. Develop an organizational chart for the business, 

0, Write job descriptions for each position ne^ces- 
sary to the operation of the business. } 

d. Establish a control program to evaluate the pro- 
gress of the business toward achieving the goals. 



nianagerial planning 43 



I What Is Planning? 



A. Planning/Is the determination of a course of action 
for a business. 



B. Planning involves the formulation of both long- 
range/ and short-range goals. Management goals 
shoulfci be stated in specific, measurable terms 
and should be realistic. 

^fcl . Long-range goals are to be accomplished one 
, ^ ^ear or more into the future. 

27short-range goals are more operationally 
/ oriented, and are to be accomplished in shorter 
/ intervals of time (less than one year). Short- 
/ range goals are determined by the long-range 
/ goals. 

p. Long-range and short-range goals can be stated 
in terms of quotas, percentages, dollar sales, cost 
/ reductions, deadlines, etc, 

/ D. Long-range goals must state a desired outcome. 
/ Short-range goals must not only state a desired 

outcome, but also state how the desired outcome 

will be achieved. 

. • ThB (n$tructQr may write the tong-mngB goals "TO 
INCREASE SALES'' on the^ ahmbourd and ask for stu^ 
dent rmcUons. The instructormay then write "TO IN- 
CREASE SALES SY 25%" on the ohmbomd and ask 
for c/asa reactions. The students should add to the 
long-range goal until it states "TO INCREASE SALES 
BY 25% WITHIN ONE YEAR'\ The long-range goal is 
now sfafecf In specific and measurabie terms. 

• The Instruotor may write the short-range goal "TO 
INCREASE SALES BY 10% BY THE END OF THE 
NEXT FISCAL QUARTER" on the chalkboQrd and may ^ 
ask. for student reactions. The students should add to 
the shori^range goal until it states- something like "TO 
INCREASE SALES BY 10% BY fHE END OF THE 
FISCAL QUARTER BY ADDING T\ko SALESPEOPLE 
TO THE SALES STAFF," The short-rangQ goal is now 
specific, meBSurable, a/itf , based on the long-range 
goaf It also states how the desirBd outcome will be 
achieved. If two salespeople are added and sales in- 
crease by at least 10%, then It is apparent that the 
business is progressing on course to attain its long- 
range goal 

9 Have each student write two iong-fmnge goal$ and 
two corresponding short-range goats. The instructor 
'may then ask the students to read their long-range and 
short-rangm goals to the rest of the c/asf . The cfass 
and the instrucior should determine if the goals are 



specific, measurable, realisttct and if the short-rangB 
goal states how the desired outcome will be achieved. 



. Why Is Plahning Necessary? 

A. Change is inevitable. The rate of changi In the . 
business world is accelerating. In ordar for a bush 
ness to grow and prosper it must cops with this 
change. 

Activities necessary for improvement and growth" 
of a business are defined and put into operation. 

C. Planning identifies all the resources that are avail- 
able to the business and combines them for maxi» 
mum utilization. 

D. Standards are, set for each segment of the bush 
ness operation. 

Planning encourages a" teamwork effort for deter- 
mining uniform goals and objectives, and for 
achievement of the goals. 



IIL What Information Is Necessary for 
Planning? 

A, When formulating goalSr the following questions 
should be considered: 

1 . Are the company's products sailing well? 

2. Are some of the company's products selling 
better than others? 

3. Do the sales Justify eKpansjon of the businesa? 

4. In what direction is the market moving? 

5. What is the compatitive position of the 
business in the market? 

B, Often, the answer to one question will lead to 
other questions that must be answered. For ax- 
ample, if products are not selling well, what can 
be done to Increase sales? 

C, The key to planning is the formulation of ques- 
tions to be answered and the subsequent man- 
agement decisions based on answers to the 
questions. 

• Have the class participate with the instructor in 
making plans for a vacation to take place one year from 
now. The actual vacation Is the long-range goal. The 
short-range goals based on the long-range goal of _ 
taking a vacation will be developed by the c/ats. 
Where to go on the vaQation, where, to spend the 
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nights, schedulfng problems, the cost of the vacation, 
etc; might be suggmted areas for determining short- 
range goals. The point to be made with this example is 
that by using explicit plans the probability of achieving 
the goal is greater. In ord%r to develop the long-range 
goal or plan, the students have to determine ansv^efB 
to a variety of specific questions, 

I 

IV, How Can Employees Help 
Acoompllsh the Qoals? 

A. A formal organizational structure should be estab- 
lished to accomplish the plans or goals of the 
business. An organization 'chart should be de- 
veloped which depiets the necessary positions 
for operation of the business, 

B. Although the owner/manager is responsible for 
supervising and evaluating the overall perfor- 
mance of the business, he or she should delegate 
some of the responsibility forihe various tasks to 
be performed to employees* 

C. The employee must clearly understand the tasks 
to be performed. To make sure the employee 
clearly understands his or her duties, a detailed 
Job description should be written for each position 
in the^buslness. The Job description should in- 
clude an ^bount of all duties to be pefformed by 
the employee and an ej<planation of how those 
duties are to be performed, A copy of the job 
description can be given to the employee when 
he or she Is hired by the business to insure that 
the employee will know exactly what is expected 
from him or her. _ 

D. The employee must know to whom he or she will 
be held accountable for the work, performed. 
Each employee should hav^e only one supervisor, 

E. Whenever responsibility is delegated to an em- 
ployee, the authqrity necessary to accomplish the 
task should also be given to that employee. An 

'Miployee cannot be held accountable for a task if 
ne or she is not in the position to do whatever is 
necessary to accomplish the task. The owner of 
the business must delegate t'ome authority for 
decision making to empjoyees, 

• The Instructor might develop an organizational chart 
of the school on the chalkboard showing the various 
positions within the school and the linm of authority. 
Brief job descriptions for these positions might then be 
written. 



V. How Can Progress Toward Goals 
Be Measured? 

A. Long and short- range goals are^ meaningless 
without some sort of constant follow-up to check 
actual performance as compared to plans of ac- 
tion. 

B, Control procedures allow the person with the 
authority and responsibility for the achievement of 
goals to frequently check performance and take 
corrective steps when necessary. 

0. Without continuous control procedures, evalua- 
tion of performance can only be conducted when 
the long-range planning period has ended. At that 
point, it is too late to make corrections. 

0. Control points must be selected which clearly 
follow the guides established by the short-range 
goals. For example, the control points could be 
weekly, monthly or quarterly, 

E. It must be decided how to measure and evaluate 
actual performance at these control points. This 
should be included in the short and long*, range 

* goals. For example, the measurement could be in- 
creased dollar amounts, percentages, etc. The 
specific desired results are Included in the goals. 

F, Any differences that exist between actual and de- 
sired performance must be Interpreted. Decisions 
must then be made regarding what corrective ac- 
tion should be taken. Standards oif performance 
can be reduced or decisions made to bring actual 
performance in line. with expectations. 
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WAJP 



Mr. Al J. Pollard has owned and operated a small FM radio station, WAJP, in Jollet, llllnbls for 
several years. The radio station broadcasts from 6:00 a.m, to 10:00 p.m, seven days a^week. Be- 8 
cause of the type of music that la played on WAJP. uaually polkas and old favorites, the liitening 
audience is^comprised of mostly people over forty years of age who live in a small ethnic neighbor- 
hood on the near northwest side of town. WAJP Is a small operation, yet it has enjoyed a reason- 
able profit over the years, usually about $15,000 a year! However, the profit has been decreasing 
of late. This decrease in profit has forced the station to Increase its prices for advertising time. This 
increase in advertising rates has begun to cause some problems. Some advertifers are unwilling to 
pay the increased cost because they are not sure that they are getting a sufficient amount of busi- 
ness from WAJP's listening audience to warrant the increased cost. 

Mr. Pollar decided that if the radio station is to surylve, some changes would have to be made. 
After doing several weeks of research, Mr. Polland discovered the following facts: 

1. WAJP'S present listening audience has decreased from 10,000 to 6,000 people over the past 
five years. 

2. All of the FM 'stereo rock stations received in the Joliet area do their broadcasting from Chi- 
cago, and much of the time the reception of their brpadcasts in Joliet is quite poor. 

3. There is one FM rock station operating at Lewis University in Lockport, about five miles from 
Joliet, But, that station only broadcasts at night 8:00 p,m, to midnight and It does not broadcast 
in stereo. 

4. The potential listening audience for an FM stereo rock station in the Joliet area Is about 30,000 
people. ^ 

5. WAJP's advertising rates could be increased from $50 per minute to about $160 per minute, 
but many new sources of advertising would have to be developed, 

6. Th© cost to WAJP to change its present operation to FM stereo would be about $20,000. 

Once Mr. Pollard discovered the potential market that exists, he decided to change his opera- 
tion to FM stereo rock music broadcasts. 



Suggatted Quastions for Disaussion: 

1 . Ust what you consider to be the two major problems facing management. \ - 

2. State a minimum of hvo long-range goals which need to be developed to alleviate the problems 
and insure the continued success of the business. Be sure the goals are specific, measurable, 
and realistic. - \ 

3. State several short-range goals to be accomplished whicli will assist in achieving each of the 
long-range goals. These short-range goals must be spocific, measurable and realistic. Short- 
range goals must state how the desired outcome will be achieved, 

4. Establish control points, to measure performance and list any decisions for corrective action 
which you anticipate might have to be made. ' \ 
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Points T€ Be Highlighted by the Case: 

h planning long-range and short-range goals will In- 
of Base the probability for buccqbs of the FM radia 
stat/oh. 

2. Controf points should be Bstablished to m&mur& 
. the iCiual pmrformanae of the business against 
planned expectations. This will enable the owner to 
take oorrQcrive action wh0n neQessary. 

Possibla Solutian: 

h Two mmnagement problems facing WA JP: 
a. De cr& as ing audience size 

4 D& velapnient of new sources of advertising reve- 
nue 

2. Two long-range goals to allemte managBmmnt 
problems: 

a. To increase the listening audience of WAJP to 
30, QOO people within one year 

b. To attract 25 nmw advertisers to WAJP Wrthin om 
year ' 

3. COrrespondfng short-range goals: 

a To increase the listening audience of WAJP to 
6,500 people within three months by offering FM 
stereo rock music broadcasts. 

b. To BttrBct six new advertisers to W/AJP within 
thrBB months by contacting at least 10O busi- 
nesses catering to the youth market 

< Coritrol points might be mtablished at three month 
inien/alB to correspond with the short-range goals. 
At theke oontrol points, progress to\^ard the 
achimvement of the long -range goals can be 
eyaluatrndf mnd any necessary correctis/e steps 
taken. Decisions such as changes in program far- 
mat, ^^mnges in hours of operQtion and additional 
sources of new adve^isers, might have to bmmade 
at thmsB contrdl points. 
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Three young men, all of whom have degreos in Business Administration, have been looking f^r o 
the opportunity to go into business for themselves for several months. After considering several n 
posslbie opportunities, these men have decided to reopen an abandoned movie theatre lo- g- 
Gated in Lockport, Illinois. Since all three of the men have spent many years of their lives in the ? 
Lockport area, they feBl that they are well enough acquainted with the characterislics of the people 1 
fn Lockport to turn the theatre into a profitable^usinass. ■ 
. The Roxy Theatre has been in operation for about 35 years. At first the theatre showed popu-'' 
lar films for the people of the Lockport area and was a successful business. However, as the 
population of the Lockport area became rnore mobile, many of the theatre'^ patrons began to drive o 
the five miles to Joliet to see the movies there. The reason for this shift was attributed to the fact g 
that- the Joiiet theatres showed better moyies at the same price as the Roxy, The Joliet theatres f; 
were more attractive than the Roxy, and in Jgliet there are a variety of good restaurants to go to / ^ 
after the movie, whereas in Lockport the number of good restaurants is very limited. 

Several attempts have been made to reopen the Roxy, usually on a weekends only basis, but 
all have failed. Most recently the RoKy was opened as a theatre showing x-rated films. That venture 
also failed and the theatre was abandoned, , 

The three men raised the $15,000 needed as a dov^n payment on the building and purchased 
It for $85,000 at an annual Interest rate of Q% for thirty years. 

The Inside of the theatre needed remodeling. The 6O0 seats must be recovered and ney^ pro* 
jection equipment is needed. The estimated cost of this remodeling is $15,000 which will all be fi- 
nanced at 9% per year interest for five years, 

The theatre will again be opened on a llmifed basis. On Thursday, Friday, Saturday, and 
Sunday nights, older, well knawn movies will be shown. The admission charge wiil^be one dollar 
On Saturday and Sunday mornings and afternoons, cartoons and other types of childrens' films will 
be shown. The admission charge for these shows will be fifty cents. Also, at least ten times during 
the year the theatre vvlil be used for rock concerts featuring well known groups who are in the 
area. Tickets tor the concerts will be sold on a first conie first served basis for four dollars. Profits 
from concession stand sales is estimated to be about S1 00 per v,^eek. 

The rental cost of film is $200 per weekend lor the morning and afternoon childrens' movies, 
and S60O per week for the older movies to be shown on Thursday, Friday^, Saturday, and Sunciay 
nights. The cost of the rock groups will be S1 ,000 -per night, \ . ' 

A projectfpnist vw^iil be needed for twenty hours per week at a rate of $6.00 per hour Also, two 
ushe:3 will be hired to work 25 hours per week at a rate of $2,50 per hour. Three . people will 
be hired to work as ticket sellers, ticket takers* and concession stand employees for 25 hours per 
week at a rate of S2.00 per hour 

The business will be organized as a partnership with each partner owning an equal share of 
the business, The management duties are dlvided^ equally. One partner will be in charge of the film 
rentals and accounting. Another partner will be responsible for the operation of the theatre, and the 
third partner will be responsible for the upkeep of the building. 

The new owners realize that turning the usually unsuccessful Roxy Theatre Into a profitable 
business will be no easy task. Much needs to be done to change the image of the theatre, espe- 
cially since it most recently showed x^rated films and will now be showing childrens^ films. The new 
owners feel the potential market lor the theatre when it reopens will be young people for the night 
shows and children for the day shows. Five thousand dollars will be allocated tor an advertising 
budget for the first year of operation. 

Suggested Questions for Diseusslon: 

1 . Is planning necessary for this business? Why or why not? 
. 2. What ■information do the managers need before they can develop long and short -rang©'goals? 

3. How can progress toward these goals be measured? 

4. What suggestions do you have which will contribute to the success of the business? 
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Points To Be Highlighted by the Cas#: 

7. The businessmen nmd to establish long and 
short-range goals for the new businem^ 

2. Control procedures to check actual perlonriBnce 
with planned progress need lo be de ve/opeci. 

Possible Solution: 

1. Planning is nQcessgry for the following reBsohs: 

'a, Planning reduces risl< and incr&ases the proba- 
bi/ity of succ&ss. 

Planning defines the tusiness actMties neces- 
sary^ for successful operation of the businei^s. 

c. Planning identifies a// of the resources ayallatlm to 
the business and combines them for maxirnun) uti- 
lizatlon. 

d St&ndBrds of perfofm^nce are established for 
each segment of the business operation, 

e. Planning ^^encourages a temmwork effort toward 
the determination and mchieyenient of goals. 

2, The managers need to answer the follomng ques- 
tions: 

a In what direction is the market moving? 

b. What types of movies and other entertainment 
will be the most popular and prof Jtable? 

c. What is the competition offering md mt what 
price? 

3, Progress toward goals can be measured by estab' 
llshing contro! points at specified intervals of time. 
For example, if a goal has been set to avmr&ge 300 
Saturday morning customers by the end of tfm 
year, the attendanCB should he monitQred at three 
month interyals. After thrde months a decision 
might have to be made to tahe corrective mction 

^ which will increase attendance. 

4. The business should deyelop long mnge and short- - 
range goals designed to Insure a profitable busi- 
ness operation. These goafs should be moni- 
tored at established contro/ points to determine 
progress. The goals shoufd be ffe)dble Bnough to 
allow for any necessary corrective action. Goals 
should be formulated for each segment of the 
business operation. 
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An efficient recordkeeping system is a requIrefTient 
for any business, large or smalL All business transac- 
tions should be recorded in full on paper. Many small 
businesses fail because of inadequate recordkeeping. 
The business may have an excellent product, a high 
sales volume, and'^a good profit margin. Hovyever, 
without proper records the business is inviting dlsas^ 
ter. Too often, the small business owner has the atti^ 
tude or belief that keeping records is ho,t necessarv in 
a small business. The person who owns a small busi- 
ness is confronted vvith problems and decisions every 
day. Sound decisions require a nnanager who Is In- 
fornned of aspects of the business. The proper record- 
keeping system can provide the information necessary 
to solve many management problems, and to make 
sound decisions. 

It is essential that a business obtain the advice and 
assistance of an accountant The accountant will 
.estabUsb Jjl-adequate^ reco system for the 

business^ and explain the system in detail to the 
owner. This unit develop a basic recordkeeping 
system that might be recommended for use by a small 
business. 



Unit Objactivas ' 

m Td emphasize the importancB of recordkeeping fo 
thm small business, 

® To lllustratB procedures for establishing a basic 
rBcordkeeping system in a small business. ^ 

Student ObjajDtlvas 

© Given actual checks written and deposits made by 
a particular business and a banl< statemsnt for the 
same period, the student wilt be able to accurately 
complete a hank reconciliation statement. 

m Given transactions for a particular business, the 
student will be able to accurately perform the following 
recordkeeping functions: 

a. CompletB a dBtly receipts sunimary. 

b. Make . businBSS__ payments, using the business 
checkbook. 

c. Record the credit sales transactions in the ac- 
counts receivable register 

d Explain the procedure for operating a petty cash 
fund, 

m Given actual hours worked by employees during 
one week, the student will be able to accurately com- 
piu'te the indis/idual payroll records and the summary 
payroll record, 
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L Why Keep Records? 

A. The law requires that sonnf form of records be 
kept by ail businesses. 

B= Adequate records can answer the following ques^ 
tions: 

1 . How much profit is the business making? 

2. How much is the business worth? 

3. How much do credit customary ^owe the busi- 
ness? 

4. How much does the business owe its cre- 
ditors? ^ ^ ^ '^ ^ 

5 . Ho w m uch ta5cshould_tha b usjn ess_^yi. 

IL How Can a Recordkaeping System 
Be Established? "\ 

A. A prerequisite to implementing an adequate re- 
cordkeeping system is to obtain the advice and 
assistance of an accountant. If an owner cannot 
afford an accountants he or she cannot afford to 
be in business. 

An aGCOuntant can establish a suitable record- 
keeping B^jiatem tailored to the needs of a par= 
ticular business. 

III. Who Keeps the Records? 

A. The owner may wish to keep all the records per- 
sonally.^ However, it should be remembered that 
the owner should spend time in organizational and 
managerial tasks. 

B. The recordkeeping function riiay be assigned to 
_ .jr) assistant who has a knov^ledge of record- 
keeping. If the size of^ the business' warrants, 
recordkeeping may be assigned to one person on 
a full time basis. As in all matters of delegation, 
while the owner will evaluate the work periodi- 
cally, the bookkeeper should perform the daily 
procedures. 

C. An outside firm may design the recordkeeping 
procedures. However, the daily records will need 
to be kept by the business as transactions occur. 



IV. What Basic Reaords Should Be 
Maintained Dally? 

A- Business cheokbook^ Obtain a business check- 
book from a banker, Full details of each payment 
should be entered on She check stub to include: 

1. Check number 

2. Amount of checK 

3. Date of payment 

4. To whom payment is made 

5. Purpose of payment 

6 . Balance_br^ough tiOf^Ward - — — — = ^. _ 

7. Deposits made 

8. Balance carried forward 

e Using Bither the oveifhe^d projector or the chalk- 
board, the (nstructor would present the following 
example of a business ch&ok. The JmportB flee of the 
check stub should be t&mphaslzed. It must be com- 
pleted in full detail beom^e it is the owner's only 
record of payments made.. 



B. Daily fGcejpts sumimary. A summary of the cash 
received by the buslniss on that day shoufd be 
prepared daily. All momy accounted for on the 
daily receipts summary should be deposited daily 
in the business checking account. Items to be in- 
cluderi in the dally recefpts summary include: 

1 . Cash sales for the day 

2. Total amount received for money owed to the 
business (accounts receivable) 

3. Total depdsited In business checking account 

m Using either the omrhmcl projector or the chalk- 
board, the instructor $houfd present tfie fQllowing 
Wxample of a daily receipts summary. It should be 
emphasized that this form must be filled out daily as 
the money is deposited in the busin&m checking ac- 
count It Is the owner's oniy record of daily receipts. 
The amount deposited shoM then b& entered into the 
business checkbook, Bmh aheck stub has a place for 
recording a deposit. 
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iusiness Chscl 



CheckNa /Q/ i l(KO° 
Dati (ImiMJi^ i IP' 
To 
For 



URBANA NATIONAL BANK 
Urbana, Illinois 



Check No, 101 



Daii 




i Pay to the order of km/^i nMr^njJiufjtJ^ f^mnpn/^^ % 




Ami Depositid ' | u 

TOTAL RIPLEY'S CHINA SHOP 

Amtlhisctiick JM°^ 



lars. 





Daily Receipts Summary 



Date AmuamIJBz: 



Cash Sales for the Day 



Total Cash Rsceivid on Accounts Receivable . 



Total Deposited in 'Business Checking Account %^M^ 



00 



C. Acaounts receivable regieter. This record could 
consist of a loose leaf binder, with a separate 
sheet for each credit customer, kept in alphabt^ 
tical order 

1 . Details of credit sales are obtained from oopjes 
of the customer*s sales slips which are Kept on 
file. Credit sales should be recorded on the day 
they are made, 

2. Details of payments by customers should be 
recorded on the day the money is received. 

3. The aGGOunts Tecelvable register allows the 
owner to keep a "running totar' of arnounts 
owed and .paid by each customer who pur- 
chases merchandise on credit. 

« Using Gfth&r the overhead pro]ector or the chalk- 
board, the instruotor should present the fof/owing gh- 
ample of an acoounts rQoelvable r&glsten It should be 
emphasized that detBils of the credit sales, and pay- 
ments received from previous credit sales should be 
entered into the acoounts receivable register bs they 
Qccur (or recorded each dayj Since this Is the only 
record of credit sales, and how much is owed the bush 
ness by different customers, ft must be accurate and 
kept up to date, 

D. Patty Cash. While practically all business pay- 
ments should be made by check, most 
businesses find it necessary to make some small 
payments with cash. For gxample, postage due 
on mail delivered. This is best accomplished by 
adopting a petty cash system. The following 
steps are necessary for operating a petty cash 
system: 

1 . Decide on a figure \o be maintained In the petty 
cash fund. For example, S20, 

2, Write a business check for that amount payable 
to petty cash, 

3, Deposit that amount in a petty cash box. 

4. Each time petty cash is used, write out a petty 
. ^ cash slip describing the purchase, to whom 

paid, and the amount paid oossible attach the 
receipt to the petty cash u^.^j. 

5, Deposit the petty cash slip in the petty cash 
box. The total amount of cash and amdunts 
represented by petty cash slips should always 
equal the determined amount of the petty cash 
fund. 

6. As cash becomes depleted, another check 
payable to petty cash Is written to bring the 

" amount In the petty cash box up to the pre- 
determined figure for the petty cash fund, 
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o usmg etth^r the overhead projector or the chalk' 
board, the instructor may present the following 
example of a petty cash slip. The inBifuctor should em- 
phasize the Importance of the petty cash slips, StU' 
dents should b& asked for various uses of petty cash 
to insure that they knov\/ the purpose of the petty cash 
fund, 

E. Sank reconeiliatlon statemtntp Each month the 
business will receive a statement from the bank, 
showing the balance of cash in the business 
checking' account according to the bank records. 
It is important for the owner to make sure that the 
business records agree with the bank's. In order 
to do this a bank reconciliation statement is 
necessary. 

1 . Theoretically, the balance shown on the bank 
statement should correspond with the balance 
shown on the last check stub on the date of the 
bank statement. 

2, In practice p this rarely occurs. A number of 
checks written by the business may not have 
been cashed by the recipients. Some deposits 
made by the business may not have yet been 
credited to the business checking account by 
the bank. Some bank charges may also appear 
on the bank statement. 

« Using either the overhead projector or the chalk- 
hoard, the instruct jr may present the following 
example of a bank reconoiliatlon statement. 

V. What PayroH Records Are 

Nacessaryt 

A, It is important that the business owner keep a re- 
cord of hours worked, wages earned, and deduc- 
tions taken from wages for each employee. 

B, A payroll record is necessary for future planning. 
It will enable the 'owner to keep track of exact 
payroll expenses. 

C, Exact figures for deductions of federal, state, and 
any other taxes must be known irl order for the 
owner to meet legal requirements, 

# Using either the overhead projector or the chalk- 
boardf the Instruotor may present the following ex- 
amplis of indlvidua I employee payroll records and a 
summary payroll record for all employees. (Actual 
figures for deductions should be taken from tables 
available to employers from federal and state internal 
revenue service off ices. Deductions which appear in 
the following examples are estimates,) 



Accounts Receivable Register 

Customer t/l/ij. U^Mj C< 2f'J/M6^ " 



Date 


Details 


Amount 












1 3a 










LA.^^z?6c^ T.^UA.^A^a^^A^ ~ S(XZe4J S-^w^ "^S/S 


25 °^ 






105."° 












- 0 - 





















Petty Cash Slip 



Date (jn/y) j^y iAM 10^ I Q-- 

Amount ^ A^o 

Purpose p//A,rM/aMi^ r^^. 



No. 



Signed ^^aM '^^^TA^ f^/^^Aj^^o^J^^ j 



64 



regordkeeping 55 



Bank Reconciffation: Statement^ 



^Balance shown on bank statement $429,00 

add deposits not credited: 

Dec, 29 563,00 

Dec. 30 JM2 ^' ^ 

' $517,00 

subtract outstanding checks: ^ 

Check No, 946 ^ $20,00 

Check No. 948 66.00 

Adjusted balance per bank statement - ^451 .00 



Balance m shown In checkbook $453,00 
subtract: 

bank service charge 2^00 

Adjusted checkbook balance $451 .0 0 
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TdiTi. Johnson 


Social Security Nuriber 
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Jplin's Hirdwfir© 



1 . The following are the actua! checks written and th© deposits made according to John's Hard- 
ware records. 



Chaoks 



Date 


Cheek Mumbef 


Amount 


^January 1 0 


90 


$ 90,00 


January 1 0 


91 


30.00 


January 1 1 


82 


1 30.00 


January 1 1 


93 


' 260.00 


January 1 1 


94 , . 


. . 40.00 


January 1 1 


95 


130.00 


January 1 2 


96 


1 20.00 


January 1 2 


97 


1 70.00 


January 13 


98 


110.00 


January 1 3 


' 99 


200.00 


January 1 4 


100 


120,00 



Peposits 



Date 

January 1 0 
January 1 1 
January 1 2 
January 13 
January 14 



Amount 

$400,00 
260,00 
300.00 
300.00 
110.00 



Check Stub 

r 



: Check No. /OP , SuX£fcJ£ 




Bal, Bro't. For^d. ^ JJA^lt^ I 



Amt. Deposited 


' ad. 




. TOT At. 






Amt. this check 


no. 




Bal. Car'd, For'd, 
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Thf 'bank statemint rgcflved by John's Hardware froni'the Urbana National Bank dated January 
14', 19^ j^^Js presented bjipw, , " ' ^ 

' URBANA NATIONAL BANK 
Bank Statement for John's Hardware 

/ January 1 4* 1 9 

Date Cheoks and Deposlli AmQunt , Balanoe 



Beginning $200.00 



January. 1 0 


Check No. 90 


$90.00 


' 110.00 


January 1 p 


' Check No, 91 


30.00. 


80,00 


January 1 0 


Deposit 


400.00 


480.00 


January 1 1 


Check No. 93 


260,00 


230,00 


January' 1 1 


Check No. 95 


130.00 


100,00 


January 1 1 


Deposit 


2e9i©0 


360,00 


January 1 2 


Check Na 97 


170.00 


190.00 


January 1 2 


Deposit 


300,00 


490.00 


January 1 3 


- Check No. 98 


110.00 


380.00 


Januarv^13 


Check No, 99 


280,00 


100.00 


January 1 3 


Deposit 


300.00 


400,00 


January 1 4 


Check No. 1O0 


120.00 


280.00 



Bank service charge 2,00 
Current balance $278.00 



2, The following are business trarisactions for John*s Hardv/are on the day of January 16, 19 

The business checking account balance as of January 1 4, 1 9 , vvasS9B, 

a) Cash sales totaiing $465. 

b) Credit sales \a Mr Jones (invoice No. 1 12) tjotaling $45. 

c) Received a check (No. 847) from Mr^ dbnes for paym^n* on his account In the amount of S20. 

d) Credit sales to Mrs, Wilson (invoice No, 1 1 3) totaling 51 5. 

. ej Paid Acme Supply Company for shipnnent of nails received with check Mo, 1 01 In the 
amount of $86, 

f ) Paid Peteraon Company for shipment of tools received with check No. 1 02 in the amount - 
of SI 00. 

recordkeeping 



3. The following Information is necessary to cofTiplet© the weekly payroll recofds for John's Hard- 
ware: 



Empleyee: Bart Nelson Sceial Security Numbers OOO OO-OOOO 

Hours worked: Monday — 8 hours 
' Tuesday — 4 hours 
Friday — ? hours 

Regular pay rate: $3.00 per hour 

Soda! Saourlty Oaductlon: S3 JO 

Federal Incenia Tax DeduollQn: .$8,00 

State Inoome Tax Deduolisn: S1 40 



Ertiploye©: Rita Simpson Scolal Security Numbor: OOO OO-OOOO 

Hours worked: Wednesday — 4 hours 
Thursday — 4 hours ^ 
Saturday 4 hours 

Regular pay i ate: S3. 00 per hour 

Social Security D^duollsn: 32.1 0 

Federal Inccmi Tax Deduetlon; ^$3.50 

Stat© Ineoms Tax Deduellon: $,..90 . ; - ' , .^>v 



Suggested Questions for Discussion: 

1 , Balance the business checking account lor John's Hardware using a bank reconcliiation state- 
ment. ^ o 

2, Using the forms on the following pages, perform the necessary recordkeeping functions for 
Jolin's Hardw^are for January 15. (Wfien comptetlng the recordkeiping forms, mak© the daily 

' deposit to the business checking account before writing any checks.) 

3, Complete the weekly individual employee payroll records and the surtirtiary payroll rfcord for 
. John's Hardware. 
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Business Checks 



'-Check No,_« ■ 3 


r 

1 


URBANA NATIONAL BANK 


Date . ._ .._ _-. 




Llrbana, Illinois CheckNo.101 


To __™^L..„ 
Fnr___ ^ 












Pay to the order of . 




3a!.Bro't,For'd. „ 


dollars. 


Amt. Deposited 

TOTAL 

Amt. this check ^ 

Bal.Car'dFof'd. ' „ ' 




JOHN'S HARDWARE 








Check NO,^..^ 




URBANA NATIONAL BANK 


Date 




Urbana, Illinois Check No. 102 


To - 




FOL . 










-'i 

! 




Pay to the order of 




BalJrolFor'd, 
Amt. Deposited 

TOTAL, 

Amt. this check 


dollars. 




JOHN'S HARDWARE 


Bal. Car'd, For'd. 







Daily Receipts Summary 



Date 



Cash Sales for the Day 



Total Cash Received on Accounts Receivable S 



Total Deposited in Business Checking Account $^ 



Banfc Reconciltation Statement 



Balance shown on bank stcrcement 
add deposits not credited; 



subtract outstanding checks; 



Adjusted balance per bank statennent 



Balance m shown in checkbook 
subtract: 

bank service charge 
Adjusted checkboolc balance 
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Aeoounts Raceivable Riglitir 



Customer 



Date 


Details 


Amount 

































CustQmar 



B 
t 
EL 
W 

e 

Si 



05 



Date 


Details 


Afnount 
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t Payroll Ricords 

8 

"1 

I 

I ■ ' _ : . „ _ 



Employse — _„ Social Security Numbir 





























































Ttl, 


Rag, 


Tti, 


Over- 


Over- 


Ttl, 


Ttl, 


SflC, 


Fed, 


Stats 


Othif ' 


Total 


Nit 




S 


M 


T 


W 


Th 


F 


S 


Reg, 


Rate 


Beg, 


time 


time 


Over- 


Gross 


Sec. 


Inc, 


Inc, 


Deduc- 


DeduD' 


Pay 
















Hrs, 


PerHr, 


Pay 


Hrs. 


Rate . 


time 


Pay 


Did, 


Tax 


Tax 


tions • 


tions , 




























Per Hr, 


Pay 
















Weski 




















































































Week 52 





































Employee =^ — . ^..^^ Social Security Nuinber 





S 


M 


T 


W 


Ttl 


F 




Ttl, 

■ Reg, 
Hrs. 


Rag, 
Rate 
PerHr, 


Tti. 

Reg, 

Pay 


Over- 
lime 

Hfa, 


, Over- 
tiffli 
Rate _ 
Per Hr. 


Ttl, • 
Over- 
tiftii 
_P|y_ 


Ttl. 

Qfoss 
Pay 


Sop, 
Sec, 
Ded, 


Fed, 
Inc 
Tax 


State 

Inc, 

Tax 


Olher 

DidyC' 

tions 


Total 

Diduc- 

tions 


Net 
Pay 


Week1 


















































































i 


Week §2 



























































Summafy Payroll Ricord 


















Ttl, 


Ttl, 


Over- 


Ttl, 


Ttl. 


Soc, 


Fed. 


Stiti 


Ottier 


Total 


Net 




S 


M 


T 


W 


Tti 


F 


S 


Reg, 
Hrs, 


Reg, 


time 


Over- 


Gross 


Soc, 


Inc, 


Inc, 


Deduc- 


Deduc* 


Pay 












Pay 


Hrs, 


time, 
Pay 


Pay . 


Ded. 


Tax ' 


Tlx ■ 


Hons 


tions 




Week1 
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ERIC 



Complitsd Fwms 



T 

Check No, JiL ! 
Date 
To 




UR[ Ai^;A NATIONAL BANK 
Urbana, Illinois 



00 



Bai.BroUof'd, Jl 
Ami Deposited 

TOTAL mf 

Ami. this cluck Jki 

Bal.Caf'd.For'd. lH 



ISO 



so 



Pay to the ofderof 




Check No. TOi 
dollars. 



JOHN'S HARDWARE 



ChfiGkNO._/Qg_ %M 
Dale (kffl^fiMAj 15^ l^-- 

To MiiM MiI^ -. — 
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URBANA NATIONAL BANK 
Urbana, Illinois 



Check No. 102 





Paytothecirderof J^jMMmLL^^M^ 

. ^ if 



Bal. Brol. For'd, 
Amt. Deposited 
TC 

Afnt. this check 
Bal, Car'd, For'd, 



% loo-r 

^„ dollars, 



-0 






00 


100. 


00 


397 00. 



JOHN'S HARDWARE 




Balance shown on bankiWiment 




add deposits not Gfrtted; 




Jan. 14 


Hv.QO 


subtract outstanding chicks; ■ 
Ctieck No, i 


mm 


ClieckNo.W 


.. 40,00 


CneckNoJ6 


120,00 mm 

$ 11,00 


Adiustid balance perbinl? Itltefnent 




Rfllanr? ^hnwh in nhidKcQOk 


SI 00.00 


subtract: ■ 

bank service etiarp 


2,00 


Adjusted checlibookbiJince 

Q 


1 m 






Jotai Cash Bflcrivedifln AceoiintaiBice 


ivsble.....;.v.:,:fc^|i--. 


Total Deposited in Businisi Checking ^ 


; .11 9 COO 
Qcount Sjii:^; 



Completed Fofmi 





Data 


Ditails 














^y-|V..Wyy.-riT.-» Mill 















Cuatoinsr ^^^i.3j^LMAiMm.„ 






mhunhi,.::....- — ■ 


Dale 


Detalli 


Afnount 


#■ 














i 











mmfm 



Employee 



Bart Nelson 



social S«yn.yNwb.J£» 



















Ttl 


Reg, 


rii 




Over- 


Ttl 


Ttl, 


Soc 


Fed ' 


Slaie 




Total ■ 


Net 








T 




Th 










Reg 


-lirne 


iinifi 


Over' 


Gross 


Sec 


inc 


Inc, 




Deduc^ 


Pm 






iV: 


W 


F 


S 


HfS, 


Per Hr 


Pay 


Hrs 


Rate 
P^r'Hr, 


tirne 
Pay 


Pay 


Dad, 


Ta,^ 


Tax 


tions . 


tioiiS 




Week 1 




6 


4 






8 




20 


3,00 


60,00 


0 




0 


60,00 


3,60 


6,00 


1.40 


0 


10.00 


50.00 












































Week 52 




















! 








1 













.... ^ ■■" ■ ■ " ' " ' ^ — ■ . ~ ■" "" " ~ 

Eniployee ^^^^^^^^ ' Snnlal Security Number 00°^^°'^^^^ 





S 


M 


T 


W 


Th 


F 


3 


■ Ti'. 
Reg 

Hrs 


Reg. 
Rate 
PerHf 


Ttl, 

Reg 

Pay 


OvBr- 
Hrs. 


0'/( 
m 
Rate 
Per Hf. 


Ttl. 
Over' 
time 
P.y 


r 

Ttl. 

Gross 
Pay 


&a 
Sec 
Ded, 


Fed. 
inc, 
Tax 


Stale 

Inc 

Tax 


Otligf 

Deduc= 

tions 


Tolil 

Didu5= 
tions 


Net 


Weeki 








4 


4 




4 


1.2 


,3:00 


36,00 


0 




0 


36.00 


2,1U 


3-50 


.90 


0 


6,50 


29,50 
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a 



Summary Payroil Record 









f-r- ■■ 










rti. 


Ttl. 


Over- 


Ttl, 


Ttl. 


Soc, 


Fed 


State 


i — ■- 

Other 


Total 


Net 




8 


M 


T 




Ttl 


F 


S 


Reg, 
Hrs, 


Reg. 
Pay 


Hrs, 


Over- 
time 
Pay 


Gfoss 
Pay 


Sec. 
Ded,' 


Inc. 
Tax 


, Inc 
Tax \ 


Deduc- 
titiris 


Deduc- 
tions 


Pay 


Week 1 


0 


8 


ii 


4 


4 




4 


.32 


9600 


0 


0 


96,00 


5,70 


9.50 


■ 2,30 ' 


0 


16 50 


79,50 
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Competent finar a) management is essential to the 
profitabf-ity and growth of any busini ^s. Too often, the 
small Dus^^iess owner has financial statements 
prepared by an accountant, which are then filed away 
after the owner quickly glances ar the>n. This attitude 
toward financial management is usually the result of a 
lack of knowledge legarding the value of financial 
statements. 

This unit will provide infdrmation regarding the con- 
tent's of both the income statement and the balance 
sheet. The unit will also present procedures for inter^ 
preting the information contained In these financial 
statements through the use of ratio analysis. The 
owher must also be aware of the cash needs of the 
business for the future. It Is essential that an adequate 
amount of cash bo available to meet coi imitments, but 
it is not wise to have surplus cash on hand that could 
be earning a return If used in another capaclty.^ De- 
veloping a cash forecast for the business will help the 
owner determine cash needs for futiire periods of 
time. 

It is important to the future of the businesp that the 
Owner be able to adequately perform financial man= 
agement tasks. These tasks include: (1) reading and 
analyzing financial statements, (2) deterniining the fi- 
nancial strengths and weaknesses of the firm, (3) 
planning any necessary corrective action, and /4) de= 
vejoping cash forecasts fr^r the business. 



B 



Unit Objectives 

© To provide InformBtlon regarding the aontent and 
use of both the income statQment and the hafsnne 
sheet.. 

@ To providB information rBgarding the use of rntio 
ansilysis in dBtBrmining the financial status of a busi- 
ness. , 

o To provide information regarcing the preparation 
and use of a cash forecast. 

Student Objectives 

® Given a : icuta r b us in ess, the student will b e able 
to: 

a. Use selected ratios to analyze the finannia! state- 
ments of the business, 

b. Determine the financial strt-^ngths and weak- 
nesses of the business. 

a Determine what corr&ctive action should be 
taken. 

d Complete a cash forecast for the business.. 

\ 
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I. What Are Financiai Statements? IL What Is the Balance Sheet? 



A. Tv/o impcrtant nnnncia] ^talorncrits used by most 
biisinesses are the balance sheet and the income 
statc?ment 

u. The baiance sheet shows the financiai position of 
tht? business at a given date with regard to assets 
{what It owns), liabilities (what it o.vfem), and equity 
(the owner's if ivuslmont), 

C. The income / mmtsu^s revenue and ex 

penditureB t ^ss over a certain peric:" of 

time. 
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A, Thp balance showt shows the financial position of 
the business at a particular time. It can be r 
garded as a financial photograph of the business: 

B. The balance sheet has i . o main sections. The 
first section illustrates what the business owns 

■ (assets): The second section illustrates what the 
business owes (liabilities), and the owner's invest^ 
ment in the business Jequity). 

1. Assets. Anything the business owns that has 
money value is an asset. A^^sets are classified 
as either curreii' or fixed. 

a. Current assets incluc^e cash and those as^ 
sets that will be converted into cash within 
one year. Examples of current assets include 
accounts receivabfe and inventory. Since all 
accounts receivable will probably not be col^ 
lected, an allov/ancs for bad debts should be 
shown on the balance sheet. An allowance 
for mventory loss, due to pilferage, breakage, 
markdowns, etc., should also be shown on 
the balance sheet. 

b. Fixed assets are those things that the busi- 
ness has acquired for long-term use. They in- 
clude such things as land, buildings, and 
equipnienl:. With the exneption of land, fiKed 
assets decline in va!ue. A periedic charge for 
depreciation should be shown on the balance 
sheet. 

2. Liabilities, Anything the business owes is a lia- 
bility. Liabilities are claims against the assets of 
the business. Liabilities are classified as thither 
current or long-term. 

a. Current Habilltlss are those debts which 
must be paid within one year. Examples of 
current liabilities are accounts payable and 
short-term loans. 

b. Long-tefm nablllties include debts which 
will not be paid within the year such as a 
long-term loan which is to be paid over a ten 
y^ar period of time. 

3. Equity, The assets of the business minus the 
liabilities of the business equal the owner's 
t^quity. The equity is the owner's Investment in 

, the business. 

m The instructor may illustrate the following baiance 
sheet in a twp-by-step manner hy using elthc the 
overhead projecior or the chalkboard.. (DepreciBtlon of 
$4,000 and $1,000 r^presonts the accumulated de^ 
preciation over a nw -m of yaars. Depreciation of 
$500 as recorded on the income statQment 
represents depreciation for a single year) 



i 

8u 



Jim s rurniiyra w 



iaianci 



DecefTiber 31,19. 



ISS81S 



Liabiiities and Epity 



1 

s 

3 

B 
S3 

1 



Cufrent Assets 
Cash 

Accounts receivable $7,000 
Less allow?nct^ for doubtljl accounts 1 ,000 

Inventory . ■ $9,000 
Less allowance for inventory loss 1 ,000 

Tola! current assets 

Fixed km 

Land 

$40,000 
4,000 



iiuiiding 

Less a|i'.i^?ancfa tor dspreciallon 

Equipment 
Less allowance for depreciation 

Total flKed assets 
Total Assiis 



$10,000 
1,000 



$13,000 



6,000 



8,000 



S 7,000 



36000 



3,000 



S27,OO0 



52,000 



^79,000 



Current Lliblll'lriS 

: Accounts Payable 
Notes Payable 



Tola! curront liabilities 



Long Term Liabilities , 

Mortgage 

TDtal iofig torni llabiiitits 



Totaj Liabilities 



Iqulty 

Owner's equity 

Total Liabllitiii and Equity 



2,000 



530,000 



$11,000 



30,000 



141,000 



38,000 



$79,000 



III. What iS tha 'acome Stai^msnt? 



A. The income statement is a summary or all activity 
invo!\jng Incom© and expenses incurred to the 
business during a particular period of time. The in^ 
come statement IHustrates the profit, or los^* 
during a pai ticijlnr firiancial period. 

B. The in nrr^ statement has five main sections: (1) 
total sel-ri. (2) i of goods sold, (3) gross profit, 
(4) expenS'. id (5) net profit 

1 . Total revonue is determined by adding cash 
sales and credit sales. 

2. Cost of goodg sold is the price paid by the 
buairsess for marchandise sold during the 
parried. The cost of goods soiri can be com- 
puted by adding the alue of the goods pur= 
chased during the period to the beginning in- 
ventory (the beginning inventory figure can be 
obtained from the previous income statement), 
and then subtracting the value of the inventory 
on hand at the end of the period. 

3. Gross profit is the difference between total 
revenue and cost of goods sold. 

4. Expanses are all thosij costs incurred in the 
day-to-day running of the business; for 
exampiu, utiiities, advertisingp wages, etc. 

5. Net profit is computed by subtracting ex- 
penses frorn the gross profit. 

m ihe Instructor may illustrate the following incomB 
staterrieni in a st^p-oy-si^p mnnner by using the over- 
head proJectQr or the chalkboard. 
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Jim's Furnftyfe Shop 
Iriconie Statement 

For Period Ending December 31, 19. 



Total SaiQs 

Cash sales 
Credit sales 

Total Revenue 



$32,000 
48,000 



$80,000 



Cost of Goods Sold 
Beginning inventory 
Purchases 

Cost of goods available for sale 
Less ending inventory 

Cost of Goods Sold 



$18,000 
50,000 



$68,000 
8,000 



60,000 



';'ross Margin 



$20,000 



Expenses 
Salaries and wages 
Utilities 
Advertising 
Depreciation 

Total Expenses 

Met Profit Before Taxes 
Estimated Income Tax 

Net Profit 



$t 0,000 
1,000 
1 ,500 



1 3,000 



$7,000 

2,000 



$5,000 



9C 
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tV. How Can Financia! Statements 
Be Analyzed? 

A. Ratio analysis Is a mRans of analyzing the figures 
that appear on financial statements. The use of 
these ratios enables the owner to compare the 
performancs of his or her business with that of 
another firm, or v^iih the performance of the 
industry as a whole. He or she can also compare 
the current year's performance with the perform 
mance of previous years. Such comparisons are 
essential elements in planning the future. Such 
comparisons highliyhl the strengths and weak= 
neases of the business operation. 

B. A ratio is computed by taking selected figures 
. from the financial statements and expressing one 

figure as a percentage of another figure. 

® The following ratios will analyze figures taken from 
the income statement and balance sheet previously 
presented '(Jim's Furniture Shop). The instructor may 
keep the financial statements on the chalkboard or on 
the overhead proi^ctor while presenting the various 
ratios. As each "s^Vo is figured the answer may be oom- 
pared to the a rage figure for the furniture store in- 
dustry which illustrated in parenthesis. The avQrage 
ratio figures have been taken from Key Business 
Ratios, Dun and Bradstreet, Inc. The siud&nLS may 
then he asked to determine the performance of the 
business with regard to that particular raao. If there is 
an apparent problem, the students may be asked to 
determine Vi/hat corrective action could be taken. 

0, The following ratios offer /aluable information to 

the business owner: 

1 . Return on jnvestment. This ratio shows the re- 
turn obtained on th© owner's investment in the 
business. It is computed by dividing the net 
profit by owner's equity, and expressing the re^ 
suit as a percentage. 



net profit 
equity. ' 



$6000 
S38.000 



- 13.1%(7.7%) 



F*^^m a purely economfc point of vievy/this fig- 
ure should be ralatively larger than !he return 
W ownar cotiid get by investing his or her 
.v?r, elsewhefe. The business owner should 
' i... ..!i^e a better return on his or her investment 
uv th*'> tirp^, effort, and risks invoivod in owning 
,:jti„ - ^aratlng a bu^'ness. 



2. N©t profit to sales. This ratio shows the net 
profit margin on sales. It is cor ^: -ted by diV!d= 
ing net profit by sales. 



net profit 



sales 



$5,000 
$80,000 



* 6.2% (2.4%) 



A low net profit on salea can be ca^^sed by two 
factors: (1) poor pricing policy, or (2) high 



v'?t©rmlne which of 
;w net profit, fur- 
the business 
> reflected in the 

.fit margin is com- 



operating costs. In or^^ 
these factors is causir , 
ther ratio data is a 
owner, A poor pricing \ 
gross profit margin. Gro. 
puted by dividing gross profit by sales. The 
gross profit rrargin should be similar to, or 
cireater than, the gross profit margin applicable 
to the particular industry. Operating costs can 
be eKamlned by expressing individual items of 
expense such as advertising costs or payroll 
expenses as a percentage of sales. The ratios 
obtained should be compared with those of 
other firms In the same Industry, 

3, Salas t© equity (net ^orth). This figure Is re- 
ferred to as the investment turnover and Js not 
expressed as a percentage, A firm's net profit 
on sales may be high, but if the rate of asset 
turnover is lov^/, the rate of return on investment 
may be low. The value of annual sales should 
be a certain number of times greater than the 
amount of investment in assets. This figure is. 
computed by dividing sales by equity (net 
worth). 



sales 



equity 



$80,000 
$38,000 



^ 2.1 (2.8) 



4. hventory turnovar. The inventory turnover fig- 
ure shows how fast the merchandise is being 
sold. It Is computed from the Income statement, 
and answers the question of whether the busi* 
ness has too much or too little money tied up in 
the inventory. It is computed by dividing total 
revenue by average inventory. 



total revenue 



$80,000 



average inventory H ($18,000 + 8,000) 



$80,000 
$13,000 



= 6.2 times (4.5 times) 



U..ually, the higher the turnover rate the better. 
This woula suggest that thi? merchandise In the 
..■ .^'•ilury is current and s . 4a. However, this 
figure is highly dependant n the type of busi= 

5 Avarage coilection p^' iverag© col- 

iyctfon period is co ^ _u iijni iO balance 
/ sheet and the incorr ■ . .uement. It . iswers the 
/ question of how o ckiy creo sales are 
I being collected. It v li tall tnti ownn^^ how^many 
^ days' sales are tied ;;r= accoi :s receivable. 
It is cornputed by first 'i: .iutny safer by 365 
(the numDer of days in the year) to determine 
the average sales per day. The accounts re- 
ceivable Is then divided by the average sales 
per day. 

sales $80,000 

—~ = average sales per day - 

366 " 366 

- $219 

accounts receivable S7,D0O 

^= — - - — - = 32 days 
average sales per day $213 

(96 d ) 

The avarbv- r- Election period should not ex- 
ceed 1 jme? thf3 credit terms extended by 
the business (thirvy. sixty, ninety days, etc.) 

6. Current ratio. The current n^tio Is computed 
from the balance sheet and answers the ques- 
tion of whether the business has enough cur- 
rent assets to meet its current debts. The cur- 
rent ratip is computed by dividing current 
assets by current liabilities. A current ratio of 2 
to 1 IS generally consider^-rj gcod. 



V. Where Can Ratio Data ia Looatsd? 

A. There are various sources of ratio data with which 
to compare the performance of a business with 
the average performance of similar businessas. 

1. Key Bush©ss Ratios. Published annju b'^ 
Dun and Bradstreet, Inc., 99 Church Strml 
New York, New York, 10007, Attention r uhlic 
Relations Department. Free, Covers 125 "^ne« 
of retailing, wholesaling, manufacturing, and 
construction industries. 

2. Man-Me-Msnday Barometer of Small Susi^ 
naea. ..Published semiannually by the Account- 
ing Corporation of America, 1929 First Avenue, 
San Diego. California. 

3. Statemopf^ Studias. Published annually \y 
Robert Mo MS Associates, NaHonal Association 
of Bank Loan Officers and Credi? Men, ^-.nla^ 
delphia Naliona! Bank Building, Philadelphia. 
Pennsylvania, 

4. The Various trade Rssoclations often publish 
ratio data whi^h is of particular use to different 
types of businesses. 

o Th% inatruator may want to distribute the handout 
Key Ratios foumi on tne folio wing page to the students 
to be used as a Bfudy guide. The information rnay also 
be used on the avsrhead projector or chalkboard as a 
revic w of ratio analysi^^ 



current assets $27,000 

- ^2.5(2.6) 
current liabilities $1 1 ,000 



Anbther ratid called" the a; W-test ratjo answers 
the questiofi of v^hether the business could 
meet Its current obligations with funds readily 
available If all sales revenue should stop. It Is 
computed by dividing cash plus accounts re- 
ceivable by current liabilities/ An acid-test ratio 
of 1 to 1 is considered satisfactory. 



Key Ratios 



Ratios help indicate possible answers to important questions related to the efficiency of a busl^ 
ness. Ratios give feedback on current operations and provide a basis for planning for the future. 
Comparisons of ratios for the current year should be made with ratios of previous years for a busi- 
ness, and with the ratios of other firms in the same line of business. 



2. 



net profit 

equity 



net profit 



saies 



This ratio is known as return on investment. The 
ratio shows the retuni obtained on the owner's in 
vestment in the business. Is the return larger thpn 
the return the owner could get by investing hi^^ i t 
her money elsewhere? 

This ratio shows the net profit margin on sales, A 
Sow net profit margin can be caused by: (1 ) a noor 
pricing policy, or (2) high operating costs. 




^^h\B figure )S referred to m the investment tum^ 
J The vr^^Ma of annual sales should be a certain 
Mvfnber g; times greater than the amount of in- 
ve^itment in assets. 



total revenue 
average inventory 



accounts receivable 



average sales per day 



current assets 
current liabilities 



The inventory turnover figure shov\/s how fast the 
merchandise is being sold. It answers the ques- 
t'^^^; whether the business has too much or too 
little money tied up in the invontory. 

The average collection period answers the ques- 
tion of how quickly the credit sales are being coN 
lected. It tails the owner how many days' sales are 
tied up in accounts receivable. 

The current ratio answers the question of whether 
or not the business has enough current assets to 
meet its current debts. 



VI. Why !s a Cash Forecast 
Necessary? 



A, Cash planning, and forecasting the future cash 
needs of the business are vital for survival. Unless 
cash needs are iroreseen and provided for, there 
is a good chanae the business will not be able to 
meet its cdmmitments. 

B. Too rnuc^ cash on hand indicates that the owner 
. . is not alert to opportunities for wise use of surplus 

casn. Large amounts of cash v^hich sniW not be 
used immediateiy should be invested in short-^ 
term securities where the cash will earn monfey 
for the business. 



VIL How Is a Cash Forecast 
Prepared? 



A. Cash forecasts can be compiled for a three 
month period. Each mont i the figures are revised 
as they are compared with actuaf results. The 

^ cash forecast shoifa always be three months 
ahead of current operations. 

B. ngures used in the cash foreca?}t relate to ex- 
pectea cash receipts and payments. 

C. Forecasting is not mere guesswork, but is based 
on past experience and knowledge of past per= 
formance. For example, the expected cash sales 
figure for a certain month is arrived at by com= 
paring that month*s sales figures for previous 
years, and considering price and mdrket trends 
during the intervening period. 

^ The mstructor should give each student & copy of 
the Cash Forecast Sheet, After explaining the figures 
for ih^ Jirs*' two maniim do the sluderjts. iiha instructor ■ 
should have each student complete the cash forecast 
for the third month, 

1 . The instructor will need to explain that the pro- 
jected accounts receivable figure for January of 
$2,000 was d&t&rmined in part by the firm's 
credit poncy end by what past experience has 
shown will be paid by customers. The figure of 
$2,000 was arrived at as follows (put on chaik-^ 
board or overh&ad): 

a. The firm's credit policy to custorners is that 
all credit purchases are to be paid within one 
month. 



b. December cr&dft' sales totaled $2,400. Ex- 
perience indicates that only $2,000 of this 
amount will be received in January. 

c. The January salBs forecast estimaies $4,000 
in total sa/es. It is estimated that $1,300 of 
that total will be cash sales, and $2, 700 will 
be credit sales: Since one month's credit is 
given to credit customers nayments will 
be expected from Jan^ ..'sdr: ^aies until 
February. FHJ^r ^nce ^ u^^^^ that approxh 
mateiy $2J . he f 4., 700 in ^rredlt sales 
for January . collected In February, 

Similar calculations are made to arrive at a 
figure for disbursements on accounts payable. 
Students should be remlnded.that fulf benefit of 
suppliers' credit terms should be taken. 

. The cash balance for January was too large for 
the immediate needs of the firm. Therefore, 
$3,000 wm invested in short-term .mcurities 
(ninety dBys). 



i) I 
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to ' . Cash Forecast Shiit 



\ 


Janyary 




March 


EKpectgd Cash Raselpts: 

1. Cash sales 


ForaoasI 


Acluil 


Forecast 


Actual 


Forecast 


Actual 


$1,300 




81 4O0 








2. Collections on accounts receivable 


2,000 




2,200 








3. Other income 














A. Total Cash Receipts 


$3,300 




13,600 








ixDsctfid Cash Pavrnsnts: 


$1,000 




$1,650 








6. Utilities 


100 




W 








6. Payroll 


1,000 




1,000 








7. Advertising 


,1,3UU 




1,000 






T 


.8.0ther(taxeS(etc.) 


60 


- 


. ISO 


1 . 






B/ ' Total Cash Papents 


S3 450 




$3,800 








y, tKpectfiu Cm) Daiancg si Deginning or fnonifi' 


$?,000 . 




$3,850^ 








1 0. Cash increase or decrease (A ■ B) 


■150 




^200 








1 1. Expectecl cash balance at and o( moith 


e,8so 




3,650 


■ ■ 






12. Desired cash balance 


$3,860 ■ 




$3,850 








1 3, Short-term loan nsedid |1 1, If 1 2 is greater) 






1200 








1 4, Cash available for short'terin irii^estnient 
(1M2Jf11 Isgrsiter) , . 


S3,0OO 













Jh0 lawn and Garden Shop 



Wilma Meyers has just received her end of the year balance sheet and Income statement from 
her accountant. These financial statements may be fouhd on the following pages. Although she has 
never used ratio analysis before, she has decided that this year she will connpare her bustnesa's 
p erf ormarice with the lawn arid garden industry averages. 

She has obtained the follovs^^ing ratio data trom her trade association ^hich show's the industry 
average for each of the following ratios: - 



1, ■ ^Sil^ . 14.9% 

equity 



2. , ■ . '=2L£!2!L« = 5,0'/. 

sales 



^iSl = 3.4% 



equity 

total revenue 
average inventory 



- 9.7 tifnes 



5: average Collection period - 46 days 



6 ^curr^nt^ssets^ ^ ^ 

current liabilities 



Suggasted Questions for Discussion: 

1 , Compute the ratios for the Lawn and "Qarden Shop and compare the business performance with - 
the industryaverages, ^ ' , 

2, Determine the strengths and weaknesses of the Lawn and Garden Shop based on the Infor- 
matlpn obtained from the ratios calculated. 
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Tlid Lain and Garden lop 



Decsnnber '31,11 



.Assets 



Liabiliti@i and Equity 



Current Assets 


■ 




Currsni Llabillligs 


■ 


Cash • 




$1,000 


■ i^DOoynto payable 


$3,000 


Accounts feceii/able 


$4,000 




Notis payable, 


50O 


Lisa allowance for doubtful accoufita 


400 


3,800 


lotaiQurrent llabllltigs 


' $3,500 


Inventory. 




3,000 




Total current asiits 




$7,600 


'LoiigTerrii Llibllltles 




Fixed Assets 






Noftgage 


,$16,100 


. Land ? 

i 


i 


15,000 


Tolil longtiriii llsbllltias 


16,100 


Byilding ' ' 


$30,000 









Less allowincefor depracle 



5,000 25,000 



Toiil Liabilillii 



$1B,60O 



iquipment | S6,0OO 

Less allowance for diprici^tion 1,000 B,00O 

Total fixed assets 
Total Assets 



35,000 



$42,600 



Etjultf 

Owner's equity 

Total Llebilitisa and Equity 



23,000 



142,600 



The Lawn and Garden Shop 
Income Statement 

For Period Ending December 31, 1 9 



total Sales 

Cash sales 
Credit sales 

Tola I Revenue 



$16,000 
20,000 



$36,000 



Cost of Goods Sold 

Beginning inv.entory ■ 
Purchases 

Cost of goods available for sale 
Less ending inventory ^ 

Cost of Goods Sold 



$4,000, 
25,000 



$29,000 
3,000 



26,000 



Gross Margin 



$9,000 



Expenses 

Salaries and wages 
Utilities 
Advartising 
Depreciation 

Total'ixpensos,. 



33,500 
700 
600 
200 



5,000 



Net Profit lefore Taxes 
Estimatad Income Ta^ 



$4,000 
1,100 



N€t Profit 



$2,900 



100 
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Points lo B© Highllghled by the Case: 



1, Two ln)port&nt llnanclal statements used by most 
businesses are, the balBnce sheet and the income 
Stat mm nt 

2. RQtios help indlCQto possible answers to Impor- 
tant questlgns_rel9t&d to the efficiency of a bush 
ness, Ratios glvm feedback on current operations 
and pfoylde a bas/s for planning for the future. 
Compar/sons of ratios for the curr&nt year should 
be mmcle with the ratios of other firms in the same 
line of business. 



Possible SclutiDn: 



RatfQ 



The Las^n and Industry 
Qardon Shop Av&fage^ 



net profit 

~~GQuiiY ~ 

net profit 

sales^ 

sales 
equity~ 

total revenue 



12,B% 



8.3% 



1.5% 



1 0 times 



as/erage Inventory , 
average collection period 38 days 



14.9% 



5,0% 



3J% 



9, 7 times 



45 days 



f 



current assets 
current iBbliities 



2,2 



2.2 



2. The following strengths and weaknesses of The 
Lawn and Garden Shop are based on the informa' 
tion obtained from ct he ratios calculated: 

a. The net profit to equity ratio shows that the re- 
turn qn investment for the Lawn end Garden 
Shop is lower than the industry average. This 
toSiN return on Investment can be caused by 
either (1) a low gross margin or high opBrating 
coBts, or (2) a low volume of sales relative to the 
vaJue of the investmGnt in the business. 

The net profit to sales ratio shows that the mar- 
gin of profit is very satisfactory ^relative to the 
industry as a v^hole. It can be assumed that the 
Lawn and Garden Shop has a sound pricing 
ppllcy and that op&rsting eKpenses have been 
kept in line. 
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The sales to equity rath shows that the volume 
of sales relative to thB amount //?yesf#d In the 
business is low corDpBtedi to the indijstry aver- 
Qge. This low figure /s the reason for the some^ 
what low return on investrvent obtained by The 
Lawn and Garden Shop (mil other ratios are 
satisfactory). In order to fncrease this sales to 
equity ratio more sales hsye to be generated or 
investment in assets r0duoed^ 



ERIC 



Many small business owners are often apprehensive 
about extending credit to their custonnersA Since there 
is the risk of not receiving the mo^ney, the\owner may 
often view credit as one problem which can be easily 
avoided. Vet, credit has become so much a part of the 
business world, that most businesses cannot reaiisti^ 
cally avoid extending , credit to customers. This 
dilemma can be solved, or at least eased appreciably: 
if the small business owner understands and^appre- 
ciates the value of using credit. The owner mUst be 
aware of credit and its advantages and disadvanUges, 
Sound and realistic credit and collectidn policies ^must 
be established which accurately reflect the needs^pf a 
particular business, ( \ 

In order to develop a credit and collection .policy' 
which fits the needs of a particular business, the small 
business owner will need to analyze the types of credit 
available for use, the costs Involved In extending 
credit, possible rewards to\the business, legal con- 
siderations, and the procedures for collecting delin^ 
quent accounts. It is the purpose of this unit to guide 
the small buslnesi owner! through this analysis so that 
the business will be able to adopt a credit and collec- 
tion policy which Is compatible with the particular situa- 
tton of the business. 



Unit Objectives 

« To provide the student with the general knowledge 

of credit and collections. 

' ' ■ \ 

• To present inforrhation regarding the advantages 
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and disBdvAntages of extending credit to customers. 

e To fiBve students understand strategies for 
vGlopfng appropriate credit and collection policies. 

Student Objectives 

0 G/Vf /7 mdmquate information, the student will be able 
to:, " . 

a Define credit. 

b. Ust af least two advantages of extending credit to 
customers and at least two disadvantages. 

c. Ust and^ explain the four basic types of credit ac- 
counts that the business owner can offer cus- 
tomers if credit is extended and collected by the 
business. 

d Expiain how a::bank credit card can be used by a 
bminmm owner to extend credit to customers, 

' $, Explain at least two ways the business owner earn 
^ ottMif} information concerning the credit applicant. 

A Explain the four C's of credit and how the four C'S 
^ may be used to determine credit policies. 

Explain "truth in lending'- as it affects small bus!-- 
nms, ' Q 

k Ust and explain the procedures for collecting de- 
linquent accounts. ^ 

9 Given a particular business, the student will be able 
to deyelop a credit and collection policy for the busi- 
ness. 

; cftdit and aaileetiDni 85 



\ 



at Is Credit? 



^ A, Credit Is a service which allows cuslomers to ob\ 
lain goods or services from a busineas. The cub^- 
■ tomers pay for the goods and services at a specie 
. tied date in the future. 

\l Should Credit B@ Extended to 
' Customers? 

A. There are several advantages to extending credit: 

1. Inaraastd sales. Studies indicate that people 
tend to buy more if they can defer paynnent, 

2. Repeat sales. Studies also indicate that cus- 
tomers will continue to shop where they have 
been granted credit. 

3. Builds goodwilU Since credit is an accommo- 
dation to customers they generally have a feeN 

ing gf goodyvill toward the business, 

\ 

4. Provides mailing list* Since the business has 
the name^. and addresses of past customers, 
an excellerit^ mailing list for profnotional pur- 
poses is established/ 

B. There are also several disadvantages of extend- 
ing credit: 

1. Inoraases working capital. A larger amount of 
working capital is needed in order to carry 

./ ' ' accounts receivable, ^ 

2. Additional posts. Credit adds to the cost of 
doing business. Acco6nts nnust be ntaJntained 
and credit applicants investigated. 

3. Returned goods. Credit customers have a ten- 
dency to return goods more often than cash 
customers, ■ . 

g 4. Delinquent aooounts. Since credit customers 
may purchase beyond their ability to pay, or 
with no intention of 'paying, some losses are 
■ certain to occur Even if delinquent accourita 
are collected the cost is high, \ 

^ The instructor may have the students rmct to the 
futuristia idea of a oashless soctety where a// businBss 
tr$n$aations are Baaompiished by credit cards, account , 
nufVperSf and computBrs, Discussion stiouid center 
around. :how a cashless society would affect the small 
business. . ' 

» Select students to partlcipatB in a panel discussion 
or a debate co-ncerning the question of wiiether or not - 
Mending crGdit to QUstonfiers is a wise policy for small 
businesses. The students might contact focal business 
ownBts for their opinions on the subject. 



Ii; What Types of Credit Can the 
Small Business Offtr? ^ 

A. There are four basic types of oustomer credit ac- 
counts that the small busihess can offer If it han* 
dies its own credit sales: (1) charge aacounts, (2) 
revolving charge accounts, (3) installment ac- 
counts, and (4) budget accounts. '-^ 

T Charge accounts. This plan allows the 
customer to purchase now and be bljled at a 
specified time. Usually, payment is cftlled for 
one month from the time of purchase, but it is 
customary practice to allow a longer peViod for 
payment than that stattd^^ Since the entire bill is 
due at one time, charge accounts are not typi- 
cally used for major purchases Involving large 
sums of money. . 

2. Revolving dharga accounts. In this plan the 
business grants a line of credit or j ceiling 
amount of credit to the customer; for eKample, 
$200. The customer mny charge purchases at 
any time as long as this (imit is not excea'ded, A 
specified percentage or minimum amount of the 
outstanding balance must bi paid monthiy with 
interest charged on the unpaid balance. 

3. Instailment accounts. This plan Is used for 
long-term (usually 1 2 to 36 montha) credit and 
is usually made available for major purchases 
involving large sums ■ of money, A down 
payment of at least 20% Is usually required, aN 
though some businesses atll merchandise with 
no down payment, A carrving charge ts|also 
added to the price. To protect the business, 
two forms of legal devices are avaijable to^, se- 
cure the credit: the conditional sales contract 
and the chattel mortgage. Both of these perjmit 
th6 business, to repossess the goods If default 
in payment occurs/ Under a conditional sales 
contract the business keeps legal title to tljie 
goods until the last payment is made, -When\a 
chattel mortgage is used title passes to the 
buyer at the time of the $aie/ but the buslnes^ 
has a lien on the goods (th&\right to take per^, 
sonal property of the debtor as^payment for the\ 
debt If not paid). \ \ 

4. Budget aecounts. This plan Is a form of credit 
which might be thought of as a short-term ln= 
stallment account. It Is used for Items which In- 
volve larger sums of money than, the regular 
charge account, but typically less than the 
regular installment account. Payments are 
usually spread over three months with no 
charge for Interest unliss payments are de* 
ferred past ninety days. - 
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To avoid the probierri of collictlon ^nd m&st &f 
,1 the paperwork, and still provide or&dlt for om^ 
tomers, the srr\all business mayvvlsh ito use bani< 
credit, cards. The business pays apjproKlrriataly 
4% on sales rr.acJe; and pays an ^ddliloiml fee to 
join. The business ^also p«y.^ norninal ni&mb©rship' 
j adyertlsing fees'^arid a rantal charge far imprinting 
1 machines used for recording the sfilm The bush 
' ness turns in the cfedit slips to the bank and is 
paid cash for that arnount. Bank credll cafds mm 
especially useful for a r&tall buslhess. Travfel arid 
j entertainrfient credit cards coffer simillar siNces 
1 for businesses such as restaurwts and mctels, 
Oil company credit Gard& are available for serv^ic© 
station businesses. The credit card companies ' 
are reaponslbie for collecting unpsild ctibis. 

s 

o The Instruotor mBy bring in dlfl&r&nt $mlms contmcts 
from iooal buslne$seB to illuBtfat& th& Mference^ t&-^^ 
twe&n types of oredL 

9 Ask the students to d&cfd^ whetJiB^t thmlr btiBjnmss ^ 
will offsr oredH throuQt^ bs^k o^rdB or if Ih&y w/V/ 
handle aredH by themsmlv^^, OI&cussIq!) should cmt&r 
around the admntageB and dUmdvQritmgws of esoh 
method. Be sure to eniphm^Jt& tMt bifik omf^s ar^ mi 
Suitable for all types of bu^hess&B^ 

IV. To Whom Should Credll Be 
Extended? 

A. When handling their ;owri credit, the smsll busi- 
' ness owners must rnak& th& initial decision of to 

whom credit will be e?ctendid. The idglaal starting 
point is to obtain infornialion concerning tJia cus^ 
tomer through the credit application. 

B, When analysing the credit sppiic^on the four C^b 
of credit shoLJid be cons^idered: (1) cnaracter, (2) 
capacity, (3) caplt^t end ((4) condHbns. 

1. Charaoter. The applicant's past record of pay^ 
ment or nonpayment should be estart^hea. 

2. Capacity. Even If acustofrierhas a good credit 
background, he or she may tiavre the capa- 
city Or earning; .^pov^er to pay you bacK. Thm ' 
tennptation of ^purchasing beycnd hits or' Her 
means Is greatly enhanced when using "credit. 

\ 3, Capltah The applicant's par&orial vw^ortli should 
be eKamined including sawinga and any other 
personal or real property. 

4. CondftlQns, The eoonomic c'bnditior^s of ttie = 

connnnunlty, stat^, and reaion should be con- 
* sidered before credit Is^ e5<tendad, 
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C, Accurate Inforrratbn m credit applicants can be 
furthei obtaifi&d by contfloihg ttie iDcal credit 
bureau* A business need not ba a member of the 
crodlt bLireau 1o receive a cridlt report on an 

■ ' appHcant, but th€ f^u charged considerably 
higher than thatcfiarged toa nicrnbQr- 

It is a good poiic^y to send '* thank ^ou" letters to 
all new credH custom era^ It not Qnly.bijiids good^ 
will, but also sivea the business another oppor 
tunlty to 6^(plain ihe credft terms s/vhich the qus- 
tomer has accepted, 

E. It Is also very Ifnportant to send monthly state- 
ments to or&dit customers promptly. It is difficult 
to e^ipect prompt pa^^ment If the bill cl(?es not 
riwe on time, . - 

m Mmm thm studmnis demlop a iisi of thm ItBms of 
Mcrmmilan thit ih&y v^ouM Incli/dm on a credit appih 
€&ilon Jor th&Jt tuslnQmBm^ MaS<e sufm tMt a reason is 
^lyen f^r~ mch iterii. ■ , , - 

V. What 4re Ihe L#gal Aspects 

Iriw^l^ed v\#lth Exlendifig Crsclit? \ 

A Thie primary/ fegal aspept fa that th€ custonner is 
cbligated to pay for tlie purchases as the terms 
indicate, ^ 

B. Tt^e 'truth in lending" law, enacted in 1969. 
states ihst the tenns of credii iriust b© clearly and " 
concisely atate^d to Include the firarioe charge 
<tlie totil of all coats which the customer must 
pay Jor oblalrlng oredlt) and t.jhe ahr»ual peroen* 
1aqe= rata 6 f interest charged. It aliQ prohlblta the- 
u&e of sales contracts containing blank spapes, 

b. Wlien attempting \o collect d&linqLjent accounts, 
the business fnust ineel csertain requirements of 
the law. Ttie bupir&a^ cart not use undue or con- 
tlfi uoiis harassment. The business cannot send 
any threatening r^essages which Imply jail sen- 
. tences. II la wiso to obtain Ie3,al aerv^lces before 
e&tablishing a ccllecti^n proced ur©.. ■ ■ . 
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VI, How Cart Dellrtqijerit Accounts Be 
Colleetecl? 



A, When a cufilofnir.falfe behind in^payinents or 
stops payment allog^ther/ tiia small buslnc^^ lias 
asevere- problem. Depending or the ejdentof- the 

.. problem Itcauld rulii Ihe buslnesi 

B, Wany;sniill bus ine&s'i^rget Into Irouule at -this 
■ppint be-caCi'ee tNey do riot^hav©! systematic v^ay 
of'handling dellnqLi&nt sccoynts. It is suggesied 
tfiat the following prc3Ctdur&8be,follDv\/'ed:/ 

, 1 . If : the bill is not paid withirt ten da^a df'the'steti^. 
' _ ..ment, ^snclthWcjatorTiBr € polite rennlncii\ 

,2Jf the bill Is .not paid ^vithln fifteen daysofvthe 
• , ' reminder send a ^tern letter requesting IrnA- 
^ diati paynnQnt. / ^ ^ \ 

* . 3. If the bill iWfiot paid\vrthiri thirty days of the f \m 
. - reniindin/aendB r^Qlst^^^ giveia 
. - flRal psypent <late. ietter ihtould stats th|l 
■ 1. the/accpunt be turted o^^^^ to a lawyer; or 
^colleet^n agercy Kth^biJIis not paid, . : 

^ the m landt paid fcy that d^a; turn tfit^.a^^ 
count/c^er to algv^yer or collSction agency^ k\ 

C, Cautiort ahbuld be iaken v^her .ccllecting delin- ' 
qijentjaccqijnti 11 a good customer Is temporarll/" 
unaBle,to pay dtie.ti an emergsncyp It might - be 
;:\^lie/tor^arr|.the cujatanier as long as,,pq8slEile,r 
QJhQrwi^r^good'Vilirc^ daniaged ariii''r^ui^ 
tomjer lost forever 

mmin ppf/tBtifef'^qsnficPl e^ls/rc/ c/Bdn to bI/ of gts Qm^ 
IrTesB^ dom$not \A/Bntto losmihmiB 
as Gmtf--.fi cJSto(^)efB: Wave th^ ^ 
studeJiis dBtBMfne fcyftbSfhmBl\rm f/is h&Bt mmnn&rln 
whm io Jnlorm atedrt apfli^mnts- thml they /law^a b&$n 
^^led credit wlth)at daMghg th& geotfw/// of th^ 
BB mtfifMhBD^n\mm!ty. ' 

lem^ mluc^eni 'c/icrc/e p/hsiths buslnBss irtoii/tf 
In tM fQllb^^lng BflUBtio0)' 

The tusfn§ssh^^besn ififori^Bd^ mjofs0'^ 
pJiQr of mrchafim& thBt the sufipfM an no ^ 
- langmf &>€tBnd ormdlh^Q any bmfmBS. AJImejobmn^ 
\ cfJsB^^ niu&t now pito for upon cfelMry ' by th 
bmfneBs^ Will f/?/i aff&at thm credit palloy^ ' of f/)e 
bminosB to ' lis ^ci^tcmefBT If ihe^busheBB di- 
c/c/aa it ^rBBds rrior& wofking anp/til to pay f /)© 
^siJppjkr^ vihmfBGWffbe obtslned? 

"9 £ac/]' stud&i]( mhouJd b^B asked to dmvefop s,qm^ ^ 
pleiQ erid/lanrf coll&^llQn policy .for ^ pBrtjQutmf bush 
,nQM:^^fi§&Mnsforih&Jr0ecl5fm Bhoulcf be glvmf)^ 



toiDBrd. y^l thB tiui 
poor jcf&d'ft flBks 



8S credit and eollttellon e 

O . - ... - 

ir 



The Slioe Tree '/ 

Pat Logan has owned and rnan aged 'The fihoeTr*s,"'asfTiarlihce store located in Hyntsville, 
Illinois, for thepastyear. Since Pat dit^m ined to generate a "sales .v^olume which would Insure 
the success of the business, she has ©xten^id credit on a cherge account basis to a large number 
of customers over xtiepml year, if the custDmirs beKe^ liKe they wcruld pay their bill, ahe ex- 
'tended them credit. ' . 

Unfortunately/ many of the credit customers have not pai<l their debts, i^lttnouflh sales volume 
is. high, the business is experiencing a ahcsrtaga of cash. The problem fias becori^e very serious 
since last month Pat could barely pay the businifiis exprnrnm, ... 

Suggaated Questions for Diaousslcn: 

1, What chanpes in ttie credit policy of -Th* Shoe Tree'' vi/OLj|d you recoinrn end? - " 

2. How would you attenrtpt to collect the delinque^ , 



^ fcover copyb&low whm KBroMgcasQ) - 



Poinls To Be HIghllghtsd by Ihs Ca^s: 



The smaJI business owner must understand and' 
apprmiBte the value of ext&ndjng cred^ tc cu^- 
torners, ' . 

3, Sound and ^ r^riBtic credit and collection polia/m 
,(nu&t be estBblfsh§d whtah aca urate ly rif/ed f/ie 
' needs of aparticijJar business. 



if '^Jhm S/yoe tree'' to continue handiing its 
own credit Bafm, MormMiah must Jb§ obtained 
m mcf] &ridit ^ppfiG^nU The four Cs of credit 
^^hoM be - cor^BiderB-d, /nformmtion oan .be ob- 
Mn^d ^^ u^lng a credit 0pplicBtion, 

The- US& of bank credit mrd^ v^ould enable the 
MusM&B to extend credit to its cumom&rs and 
Bkcy soM ihe pfobl&rr\ of collmcfing delinquent 



a. JttfiebfJfis not paid witf^w tmn days of the state- 
mnls s^nd \f)& QuBtQ/ner u politB r , 

k dl tM bJII is nat pMid within fifteen days of the 
i%mM&f, m^nd a stem Mtt&r requ&sting imme- 
■ dMt^mmmt. ■ ' - 

c, fithebflHis j)of Mfd within thirty dBys of the first . 
rmMm-tl s^nd a r^gistend i&tter which gives a 
flmi pa^mmMt dm. The /Btter mhould state tfiat 
the soa^uni wfll be tam&d omr to a lawyer or 
coll0oti^!) a0n cy // ttre till is not paid 

d, ri tm bin fs /TO? paid ^y that date, turn the 
0Ccaunt o^0rta$ iawyu QrcQllwtion agency, ' 
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acfvartising 
sales promotioii 



/ 



It ra no longer a question of v/hether or not the small 
busjness should advartlas. All tDusinesses need to ad^ 
, vertise. But, rather, questions ihould be askedi_spG|i 
as: ^hat should be advertised^ which mediuw shouli 
be used, how shoiJid advertisements be designed, and 
when is the^ best time to advertise? The iuccesif ul 
amall. business owner must be able to answer these 
qu^estions beoauae the/ affect the particular business 
needs and opportunities.^ / 

The students rieed to realize' that the sniail business 
must advertise and promote Its products or services if 
the business Is to successfully^ -conipete In' the 
business world. Business owners 'hnust/ acquire the 
knowledge and confidenc© to operate a sLiccessful ad^ 
vertlslng land sales promotion campaign. Effective ad- 
vertislng.and sales prorhotiori v\^il! pay dividends In the^, 
form of Increased sales volume; but advertising and 
sales promotion muat be approached as an expens4 
which needs to be budgeted, like any other expense, 
Jn ordei" to avoid overspending or underspending, / 

Advertising and sales proniotlon are effective tools 
which will help the small bijsiness owner operate a 
successful and profitable business. The .students have 
long been on the receiving end of advertise merits and 
sales prpnnotlon. Building on this knowledge^ pey need 
to look at the topic of advertising and sales promotion 
from the business owner's point of view. 

i 

I 



Unit Objaotivas/ \ j 

i To provide information nrndsd to make Baunti decif 
sfonsJn matters of Bd\/$ftismg and §a/ef promption fdr 
a $mall busipess. ■ . ■ \ i / 

• To Brwourage Btudmts to consider how Bdv&rtiBlrtg 
arid sales promotion can be useful In different typ&k of 
husiness&s. - N 

/ ^ = ^ ^ ■ i \ 



Studant OblaQtivas 



/ Given 8 particular businem tfie student will be able 

to: I 

a explain the Importmnce for a small buslnoBs tb ad- 
vertise its prQdmtB or services, 

t, Identify the target market for a particular bush 
, /less, 

c. Develop an advertisement for a particular bush 
nesB which includes the introduction, body, and 
closing. ' ' ^ ^ 

List the various media available for advertising and 
explain the advantages and. disadvantages of 
each, ' 

e. Design procedufes for determining the amount to 
Mpend on advertising mnd be able to Justify the de- 
cision. ' 

L List and explain several sales promotion activities 
Qther th&n advertismg. 



liO 
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I. Why Should A Business Advertise? 

A. The competitjon Is probably advertising. If not, 
• nnaybe the business can increase its Share of the 
. market by. doing so, - 

B, Advertising wfll attract new customers ' to a 
business which are needed for growth and to re- 
place lost customers. )' 

A business must pronrtote its products or serv- 
ices. Even the best product or service will not be 
bought if nobody knows about it. 

D, Adv€ttlsing should Increase sales volunnej but 
constetency In advertising; Is ^neCOTsary for sue- 
cesaj I ' ' ' 

' I ■ ■ I ' 

0 Ha^e students tBact tbjfm fplfcm'nQ ststement: Ati^ 

vmrtiBing^oniy adds to t/ii omt of ihf producim the 

ooniiimer buys. This &tatem$nt shQ'uld lead into a dm- 

cuseioh of the pros and cona !of mdyerflslng. Try to gwt 

th$ Btudents to look at advmrtiBing from the business 

owner*B ^point of view. " | 



2/ Body ~ gives ditails Conceriilng the product 
or service and creates an inttrest or desire. 

Closing calls for action, mQtiyates customer 
to buy. ' , ^ /' 

C/The quiSitles of a good advartlsinient are that it: ^ 
Is BeanthuslasUe 

2. Be Infarmatlve 

3. Beslfnplo 

4. Be truthful 

5. imphasize ImpDrtantfsaturas 



# Bring sQ^aral adyertisenimtB to e/ais a/)c/ have the' 
Btddents pfck out thm good and bBCf Qn&$ expfalning 
their ohoiQmB and suggesting i^ow they migfit be im- 
proved. A good^ sourae is Advmifisliig Agm whJch aon-' 
tains the t&n test adveitisements of each ymr A dls- 
cuBsion. of what made th9$e md\/6niseni&fit& the best 
cmn t& gmmrated.' 



II. To Whom Should The Advartising 
Be Directed? 

A. The first, step in establiihing an idvertising cam- 
.paign for a busjneas is to select a target markst. 
Decide for which group the advertiiement la In- 
tended (housewlvea, fchlldrsrii teenagers, etc.), ^ 

The geographical area In which the business 
\vants to' concentrate as well as who the targetJa 
must be considered. 

# . Hsve Btijdmnts give ex&mpfeB of various target mar- 
HBis, matching products or servtoas \^ith cfiffBrent tar- 
gets. (An Bxampfe would be Hfe JffBuranpm advertlBe^ 
mentB for football games on tel&vfBlQn.) \ 

III. What Should Be Ineluded In ths 
Advartisemsnt? 

. A. The advertisement shotjjd.tell the target market or 

customers what thev-^'heed to know, it should 

....... ^ . . . ... . . _ 

motivate them to buy a particular product or ser\^'' 
ice. . - ; 

B, In generaL an adyertlsemant contains; an Intro- 
= . ductlon, thd body, ind a closing, 

i . Introduotldn — purpQsi is to attract attention. 
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t H^ye 9aQh student prepare an advertmemerit of hi$ 
or'/]&r o^y/i for a pmiculmr^ business \hthich includBs an 
■Introduction, the body, and a closing. Bmh ad can be 
crItJqu&d by tM class to Improve the quality of etcft 

9 CasBette tapes can be m^d^e of focal radio and tel&^ 
visfon mdveriisements and brought to cIbss for evQlua- 
tJon, The tap&s can also be used for stud&nis to de- 
vBfcp tfiefr own radio advert iSBm&nts. • 

/ - \ ■ \\ 

m DlstributB the /tej of "FaQtors whioh enhance crea- 

tJvlty ' ' to the (^Jass ahd^.cllscuBs briefly. 

m plsplay sotrie product^\&n unusual Iterh, in full vf&w of 

class members/ Ask the'i students to fist on a sheet of 

paper as many differ&nt ideas as pos&jble for an ad" 

]/ertiser7ient to m&rket this produbt (Biogans, captions/ 

gmphloB, eicj. Stress "tree Wheeling*'; it does not 

matter how unusual the id&a i\ TeilJh& students they 

hB\/Q about, eight minutes to work on ideasl Ali^r.aboi^i 

Bight mmut&s have them Btop worklrig and tell them h 

fudge their crmatimty by tfie folh^l^ f 

fluenay. The' fluency score Is the- number of^dlf- 
fe rent idBBS listed, ^. ' X. 1 

Originalfiy/Eaah respondent reads tils orherJst 
to the cJass, striking off rGsponses common tS 
one or more other lists, The. numb&r of unique re- 
sponses left is the originality score. 

3, Flexibility, Flexibility is the mbillty to think In a 
wfde'yariety of categories: fximp/et of cate- 
gories might be fiumorous appeal, sex appeal^ 
coBt appS&l, etc. List /)o^sible oatBgcries on the 
chalkbcard with the help of students: One point Is 
given for eaphcat^gory^ 

4. Elaboration, Pres&nting informmtlon beyond the 
' basic idea Is oalled efaboratlon (flillng ir) the de^ 
I tBils), Score^one point for each elaboration of a/^ 
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Factors Which Enhance Creativity 

Personal Factors 

'1 . Curbsit/ — a ilv^ely interast In many things. 

\ "■ 

2-. Ability to change « w^Jllngness to see other viewpoints and -\ft/illingness,to 
adopt or adapt to nev/ situations, if necessary^ 
. ■ ' ■ 

3. A desire for questipning. 

4. Mativatlon — a strong urge to acquire new knGv^ledge. 

5. Ability to get. along with people — socially and in work situations. 

6. Ability to think clearly about comp^^^ , 

7. Willingness to think along'^non-tradltbnfil Ih | j ^ . : . 

a. ^ Unafraid of being -tout of step*' — ^ ability to be non-conforming, when neces- 
sary. ^ , ^ " ' ^ ; " ^ 



Enyironmantal Factors 

1;. Freedom to thlrk, H^U and act 

2. FreedDm from want. ' , 

3, Non^j udg mental atniosphere ~ non -threatening. 
Ch^lenglng sltyatiqns, . 

. Sv Tr&Vdorn to develop one's ovv/n Interests. " 

67, Unconditional ^Gceptance of one's worth (by dthers) 
7. .Freedorh. from evlluatlon. 
' 8. Empathiy and understanding (frorn others). 
9, Freedom toniove at one's own pace. 
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IV. Which Media Should Be LJsacI for 
Adverlising? I 

' A. Thm tarNst market may hav& an effect on media 
selectbn, Fcr example, teenagers|might best be 
reached by a * 'rook": radio station^U-^^^^'^^^^'^^^ 

B\ Word Df rnsujth-adv^ertlsing Is the ,most1mportant 
andJeasrexpehslve type of advertising availablis 
to a small business. What people say to each 
other regarding a business can either reinforce its 
advertising or destroy its c/edlbility. 

C. DireQiMall 

1. This inethQcl of advertising consists of 6ro- 
cHures, pircijlars, ielterBj post cards, etc, which 
are sent directly to potential customers, ^ 

2. Dlreot mail should rot be Ignored by^amail busl= 
■ nesses since it oan be the least eKpennlve 

< i means of advertising and yet the surest way of 
i reaching the target market. . = : 

3. A" target marteit may consist of present and 
J^:' past elastomers foryvhich addreiaes are avail-, 

able, A I list of potential 'custpmers cari be ob- 
. tainedfrom liie'locaf ohamberof commerce, a 
local newspaper, or may be bought from an or- 
ganization which specializes in compiling silSh 
lists. ' ■ r " 

4. PiVoid the use of "occupant" as an address. 
This can I destroy the goodwill a business is try- 
ing to build by offering the Information to a se- 

' " lect group. ' " 

— DrNew^papef ' ^ ^ ' 

1 . Nawspaper advertiiirig probably reaches the 
greatest total number of prospects and Is. rather 
ine><p€risive- . 

2. Thectassified sBctioh may be utilized for Sonne ^ 
advertising or lor certain products. It m less ex- 
pensive and often g^ts good results. 

3 Jf a business Is attempting to reach customers 

withiri a certain geographical area, it should use 
that joca! or neighborhood papen 

4 The cost for nevw^spaper advertising Is conn-" 
puted by th€ column inch or line. Exact costs 
can be obtained., by working with the news- 
paper represenlative or salesperson. Obviously 
the more space used, the higher the costs. If 
space is purchased on. a contract basis 
(pfoinistng to use a certain amount of space for 
a designated anrt o u p t o f 1 1 nil ) . the cost vvill be 
leas/- ' ' ' i ' ' c ^ 



E, Radio ' | • 

1. Radio advertising .as a general jrule is 'Only 
effective when used consistently.; This if often 
referfed to as '^saturation" advertising and can 
be^jairly expensive. \ |' 

2. Small or local stations are less expensive than 
majof stations and in some casts are better 
suited to reach a particular target market, II is 
important to l^now if the listeners to a particular 
station or show are the proppecti or target 
market. ^ ' j \ 

-3. Buying radio spots (generally one-half to one 
minute) during the time of day when the target 
^^arket is listening Is importantJ For example, 
different markets niay listen to early morning 
news broadcasts than listen to mid-morning talk 
shovys, ■ . ' W / 

4. It |s k good id^a to Investigate how the adverv 
tisenf^ents are spaced. If they are all bunohed 
together, a particular advertisement by a - par- 
ticular business may be lost In j the group, and 
ignored by the target market I 

F, Tiliviilon 

1 , The cost of television advertisl.r^g is UiUally out 
of the reach of most small buairjesses. If a small 
or local station Is utilized, consideration shbuN 
be' given to the factors, discussed regarding 
radio advertising. , j 

Q.OutdQor^ I 

■ . ^ ■■ i 

1 , Outdoor advertising may bring results and fs 

,not very expensive. Examples would be adver- 

tisements on billboards, buses, park benches, 

■ etc. . 

Yillow Pages | 

1 . The yellow pages sectlbn.iSi particularly useful 
to businesses which people nped only on occa- 
sion such as a lawn mower repair ahop, 

2. The yellow pages are partlcuiarlif^, uieful to bgii- 
nesses which people have k ne^d for only on 
occasion such as a lawn mower repair shop. 

. ' ■ 1 '■\ 

L Trade Journali | 

■ 1 . Manufacturing and wholesale businessWfjtjay 
find that advertising In the trade journal fbria 
particular Industry is an |effective means of' 
. reachinfl a target market; for example, retail 
businesses. . i '\ i 
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m Hmve students mmtoh wrtous target markets (teen- 
mgers, housewives, etc) with the media wh'mh^ would 
be most effective. This dkaussfon' should not overlook 
the oost factor fnvolv&d. pemlnd the students that the 
goal Is to rmch the mosf potmti&f cuBtomers within 
thetargefmarM&t far the fowest cost. 1= 

# Obtain opsfa for advertising In the various medi& 
within your community and disauss the costs with the 
class. This will $dd realism to thm topic. . i 



V. How WluQh Should Be Spent on 
Advertising? 

A. There is no one correct answer to this qu&ation. 
Four common answers include: 

1 . Spend ail tiiat can be afforded. ' 

2/'Spend tfie same amount as the cornpetition, 

3. Spend a certain percentage of sales, 

4. Spend only what Is nicsssary, 

B. -The annount spent should be that annount which 
results 4quthe highest profit. In order to know what 
that amount la, advertising costs must be bud- 
geted, kept track ofp and re;SLjlts evaluated, ^ 

C. One way to evaluate advertising results in general. 
is to watch the sales figure; If sales increase as a 
result of advertising* then It is paying off. When 
the point is reaGhed where the extra cost of more 
advertising Is greater than the increase in sales, 
then the business is spending too nnuch on ad-^ 
vertlsing. Another way to evaiuate advertising is 
to ask customers where fthey found out about the 

. product or service. Gounts can also be taken be- 
fore advertising and after advertising to nneasure 
sales volume. ^ 

# Hava the students develop mn advertising budget for 
& particular business giving rmsons for thjic decision, 

VL What Can Be Done to Promote a 
Business Besides Advertising? 

A. Window Display 

1 , This Is an Important means of promotion to the 
small business which la well within Its financial 

rneans. i 

^» ■ ' - ' ■ 

2 Jt is pos,a|ble to get ideas from a window display 
firnn or free of charge from display magazines, 

' 3, B© creative. The business can buy inexpensive 
materlala to highlight holidays and community 
©vents, 



4. To provide variety and a "Mw look" to a retail 
store, a window display should be changed at 
least every month, 

5, An art student from the local high school may 
be helpful in preparing \nMow dispiays. 

B, Interior Dispiay ; 

1 . The foilowing suggestloni for interior displays 
might be heipful; ' ' ^ 

a. Reiate displays to othsr types of'; advertising 
being usecL ' ! ■ 

b. Place displays at strateolo points (near en^ 
trances, at cash regiiters, or aisles, etc.) 

c. Use displays which relate to seasons, the 
weather, and the holidays. . 

C. Other Promollona . ■ 

1, Methods of promotinfl your products or busi'-' 
ness other than display and fldvertisihg might 
ihcludei • . 

. a. Fashion shows 

b. Demonstrations ^ 

c. Free sannples 

d. Premiums or coupons 
er Trading stamps 

f. Contests or games 

g. The use of a logo or syrnbol which will aid 
' : customers in relating products or services to 

a particular business 

© Wave students develop a tqtBl s$jBs ptomotfon^cani^ 
paign to Include advertising, dtep/ay, md any other 
means of promotion that OQuld bB umtufin pfomotlng a 
particular business, ^. 
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♦ Dfylde the class, into Jwo grot/ps. $ao/) rBprmsenttng 
a busineSB, to develop an admrtl&Jng mnd sales pron?p^ 
Wo/? cQmpaJgn for a computw Ibw /nowv^f, This lawn 
mow$r is programmed to cut th& grass by ftself after 
Just one mowing. (Another produci can t& t/5tcf, as 
long as it Is not already on th& niafk&L) The Gost of the 
compuier lawn mower 1$ $B0O. E&ch businmBS fias 
b&$n giveri $1,000 by tho $upplf0r to use for promo- 
tion of the; product. This $1 .OOO h^^^m^mh for promo- 
tlonal spending. Each businBSS /© fn comp&tlUon vyfth 
the other EstimateB indicate th&t the nnarkmi can ab^^ 
sorb approximatety thirty mowers, A good^ advertising 
and Bales promotion campaign ^iiould Include the 
folio whs' 



Selection of target mark&ts. 

Selection of proper m'edis to rmach target 
marketB. 

AwarBness of cost factors ^ (onfy $1,000 to 
spend). _ 

Creation of a good advmlsemwt, 
Atternative means of promotim. ■ 



This BOtivity should take approxfrn0tmly on& hour/Thirty 
minutes should be given each g^roup for preparation \ 
and thirty minutes for presentatlom and diBCumfon. ft 
the groups are too. larger u$$ tw^ products mnd four 
groupB^ The instructor may want IQ msfgn the project 
at one class meeting and ask that the presGntations be 
made &t the next class meeilng,^ 
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Johnson's Sporting Goods 



Johnscin's. Sporting Goods Is a retail store which carries top quality sporting goods. It Is 
located In college town of 50,000 people. Until jecently^ Mr. Johnson had enjoyed a great deal of 
sucatsi; His had been the only sporting goods store In town, Mr, Johnson felt that^ advertising was 
a cost he dould not afford, and relied on word of mouth, promotion as his only means of promotion, 

Six minths ago a new sporting goods store was opened across town. This competitor had 
done a great deal of grand opening advertlafhg In the newspaper and on local television and radio. 
Since theH, the new store had continued to advertise heavily, fcost seemed to be of little concern 
to them. The store was part of a chain owned by a large corporation. After some research, Mr. 
Johnson fpund out that it has always been their poiicy to advertise heavily. 1t. seemed clear to Mr, 
Johnson that they were trying to advertise tiim out of business. Mr. Johnson knew that he would 
have to atari spm^lng some money on promotion, but he could affort to spend only a fraction of 
what the competition .was spending. 



a 
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Suggesied Questicns for Disoua^ibn: 

1 . Does fvir. Johnson need to promote his business? Can he afford the additional expense? 

2. What suggestions do you have for Mr, Johnson to promote his business and products? 
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Poinis To B© Highlighted by the Case: 



fT Advertising and $afe$ promotion is a necessBry ex- 
pQnse for any busin&k$> 

\. • ' ^ 

i 

2: Advertising and- $a!m promotion should be directed 
toward a $p&cifia target market. . = * =. 

3. SincB there are several methods Bvailable for pro- 
moting the bu$inem and its produots, advertising 
and, SBh$\ promotion does not have to be a large 
expense. " 

Possibla Solution r 

1. Mr, John^on^ like my business owner, n&Bds to 
. promote his bu$inms. Since his . has been the only 

sporting gpods $tore In town until now, Mr. John- 
son has not had to BpBnd mon&y on promotion in 
the past. However, the businms was probQbiy 
losing sales as a result^ of not promoting Its pro- 
ducts. The business is noW In a position v^here It 
must spend some money on advertlsinff and sales 
promotion In order to competiB. 

2, Mr, Johnson needs to identify his target market 
and direct advBiiising and sales promotion toward 
that group. The target market for Johnson's 
S'pQrting Goods rnay be college students. Since Mr, 
Johnson has a limited advertisfng and sales pro- 
rhotioh budget, he may elect to use any or all of the 
foiiowing -suggestions: 

a. Yello w pages of the tel&phonQ dlreotory 
' b, Dire at mall' 

c. Newspaper (the oolfege newspaper may^ best 
reach his target marketj 

d, CQntests^(drawlngs, ganies, e(c,j 

■ " e. Sponsor „a loc$l athletic team by offering free 
uniforms with the business name appearing on 
them: 
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\s entrepreneurs go about their jobs of operating a 
\busin^sa, they are ndt al^^ays conscloujs of;^ 

nlaatipns "□no interaction v\^hich *is da^ejo^ped 
^ boih efTiployee^ ahd ouitorflefs., Cert^NlH^.they 
\are awdrVthat they gjve dirtctlons and lnatrtetloN# to 
tne employees aa the day progre^aes, an^ tHat they 
rn06t and talk to cuatorriers tfiroughoui the day. But 
sucGessful e^repreneurs dc> TOr& thar pm^ w\x\\m 
directions on Jo their employees.^nd mor© tllian just 
talk to their customers about prodLjcta. |ntrepreneurs 
should be fully aware that their buslriesa Ofperaibn 
. must be founded on goocj hurtiah r&latlohs prinelplaa If 
the owner wants the builnBS^to operate at its full po- 
•tential. real communicatlcn niust be ©atabBlslhtd be- 
tween management, employaes^ a/id the cuift9nner&. 

in order for emplDyeea to puit, forth a sincBre .effort 
they must feel as though they are an irtegi raS pari of 
the business, They must feel 1hst thejr opinicnis are 
listened to, and that it is beneflGiarior thcnn |c do ir^ore 
than merely pyt In, their time, vyhHe Gustow^ifs may 
Vandomly choose to patrorilze Jhe busimsa,' 11 is not 
this type of customer thair v^Ill builds successlulopera^ 
tiori! " ; ' 

The buaineas must develop a jolle'vving of 'repeat 
'puitomers, In order to keep people ^darning toack^ as 
weft ^as -attracting new cusioniers, it la Gs&i@r^tlal that 



thire ar^ g&6d relations batvveert-ihie, custoiners and -V 
trfe busintss. ' ■ ■ . ^ ' 

Tlie stjceeas of a business Is often a raault' of the ' 
Image that It pr&Jicts tc the cu^tonner. Thfa iinags is 
directly r&lat«cl 'tc the atnnoaphere created \yithln the " 
bLieiness. An atfnospher& of cp^nnesSj tionastyj and'/ ' 
geniilne (ntdrest En the custom er pannotbe created by > 
srnplo3^^es unless they arfi'deali ^ith In a. slniilar 
fnarinerby hiariagenient. ■ ■ ' - ' 

This unit vwlll suggeit proc&durea 1or eit^t*bhing a ' , 
positive atmoiphire' wiihin the bijiire^s/ The estab- 
lishment of good er?i^lo^/ee and corrinnunity relatioris Is ' 
esientiai for success in busire as, ' • 

UfiilObjefetlw^a^ 

■ ■ ■ , v.: 

• To WjiJBimiB IFie ImpM^mmoi ij^p^oyie /e/jf/o/is 

to aT)L#i^t4t. , ' ' > -y^., , 

• To proyld^ Jt/gptei/of?^ for;.m^Jisf)lfig - good em- ■ ;. 

© To BfdphmBfzm tJi^ Hpona/ifje'^ of ggifiurumly rela-^ . 
llmstambu^lnms, "\ " . . 'w^^ 

• To ph\/ld^ mug^emtlom f^r Bsimblfifflng goc^ Gom- 
imnJty (Blailom. . 
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Student Objactlves 



• Given a list, of various leadership charactQristicSf 
the Btudent will be able to: 

■ a. Identify five of the most Important chQracteristics 
of a lead&r and Justify why moh of the charac- 
teristics are Important. 

b. DetBrmine which of thQSB leadership chBracter- 
i ' Istics the student possesses and which ones the 

student needs to develop. 

c. Develop a written plan for personal attainment of 
these characteristics. 

m Given a list ^f' factors which are important to good 
employee attitudes, on the Job, the student will be aWe: 
to rank the various factors as to their importance. I 

• Given a particular business, th& student will be able 
to develop a list 'of ten personnel rules, which will 

\ serve as the basis of the business' employee relations 
program, - / \ 



• Qiven various employee relations problems, the 
student will be able to determine the best ways to 
handle the problems, . 

® Given several reasons why customers elect to pa- 
tronize a particular business, the student will be able to 
develop strategies that might attract customers to the' 
business, 

e Given a list of questions concerning community re- 
latioris, the student will be Bble to answer the ques- 
tions in relation to the operation of a particular bush 
ness. ^ i ^^ , ^ . ' ' 

» Given a list of activities for a variety of community 
organizations, the student will be able to determine 
three specific ways the business person's enpertise 
could be of ssslstance to each organization, 

» Given a particular business, the student will be able 
to determine which activities or duties could be dele- 
gated to employees, . 



I Is Employee Relations Really 
Important? 

A, Many studjes show that employee relations is one\ 
of the prfmafy feasons for success or failure of a* 
business. ' f ^ ^"^ 

B, The way in which the owner manages employees 
is called leadershfp^. Leadership In the small busi- 

' ' ness is the art of getting employees to do tasks 
willingly with sincerity and with commitment, 

C, Poor employee rejations can cause a high rate "of 
employee turnoven The time and money spent 
training new employees represents a substantial 

. expense to the business. -IHs^portantTo-^the 
success of the business that good employees are 
retained, ^ = 

9 Distribute copies of the following Leadership Char- 
acteristics Sheet to qII of the students. Instruct them., 
that they are to do tlieMlowiog: ' \ 

a. Select the five most important characteristics, 

' b. Check those characteristics that they feel they 
possess. ' 

. c. Circle those characteristics that they feel they 
need to develop. . ' " - 
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Leadership Characteristics Sheet 



Below \b a list of leadership characteristics which might be used to describe a successful 
entreprerieurlal manager. Select from this list the five characteristics which you feel are the most 
important for a leader to possess. Rank the five characteristics in order of Importance. Review the 
listing again. Check those characteristics which you beLieve you possess, Circle those charac* 
teristics which you need to develop, " 



Initiative 

Interest In people 
Well organized 
Drive and enthusiasm 
Intelligence 
Emotional stability 
Cultura! interests 
^ Communications ability 
Loyalty ^.■--^M 
independence 
Sense of humor 



Good soclalizer 
Respect In comrhunity 
Self-confidentie 
Knowledge of the business 
Awareness of local Issues. 
Physical health 
Financialindependenc^ 



122 



employee and community relitlons 103 



Plan for Personal peveloprnent 

Desired changes in personal development that are unplanned are rarely realized. Use the 
following form to plan the development of those characteristics which you circled (n the previous 
activity (those leadership characteristics which you need to develop). You may wish to add char- 
acteristics which were not identified in the previous activity, keep: this sheet and refer to it regu- 
larly. Modify the list .when neeessary> ^ 



Characteristic 


Plan for Development . 


1 

When This Will Occur 


1. 






2. 






3. 






4. • 
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fl. How Can Employees Be an integral 
Part of the Business? 

A. Employees must feel that they are an integral part 
of the business. This can be accomplished by 
giving employees responsibility* recognition and 
reward. Employees must be shown that the 
success of the business depends on them and 
that the future of the' business Js closely related 
to the employees' fufure. 



B. In order to do a good job, the employees must 
Nnow what Is expected of them. Good communi- 
cations must be estaibllshed between managers 
and employees. 

• ^Many studies have been conducted pertaining to 
factors Important in developing good job attitudes: Re- 
sults of researcti studies vary sorhewhat, but money . 
and ott)er 'logical'' items are not usually highly rated. 
According to the Small Business Administration the 
following Items are Importsnt to group morale: 



m Have the students determine their "ten command^ 
ments" of management-employee relations. These ten 
rules should form the basis of personnel policy for a 
business. Students should then present their lists to 
the class. From these lists a comprehensive list of 
rules pertaining to personnel problems might be de- 
V eloped. 

An operations manual whhh dontalns Job descrip- 
tions for every position within the business should 
be avaiiable , for employees to review. An 
employee handbook which lists rules, regulations, 
and employee benefits should also be available. 

. D. In order to devote most of their time to manage* 
ment activities, it is neGess^ry that owners use 
their tirne effectively by delegating responsibility 
and authority whenever possible. Due to the inde- 
pendent nature of the entrepreneur, delegation Is 
often difficult. However, succtisful' management 
of the business depends" to a great extent on 
management of time. 
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Ranking 


Item . 






Security 




2. 


Interest 


c 
3 


3. 


Opportunity for advancement 


3D 

CD 


4. 


Appreciation 


m 
i— ^ 

6^ 


-. .5, 


Company and management 




6. 

7. 
% 


Intrinsic aspects of job 

Wages 

Supervision.^ 




9/ ' 


Social aspects of Job 




10. 


. Working conditidns 






Corrjmunication 




12. 


Hours . . ^ 




13, 


Ease 




14. 


Benefits 





• eefore presenting the above list to the students, 
have students jprepare their own list. Have students 
rank,, in descending order, those factors which they 
. think contribute most to group morale. After students 
have completed 'Weir listSf the instructor can present 
the above llstl A comparison discussion of these fac- 
tors sfiould follow, ^ 
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® Using the overhead projector or 'chalkboard, the In- 
structor may show the class the following chart. Stu- 
dents should, detail their use of time during an average 
day. Next, mk the students to determine which ac- 
tivities or duties could be delegated to employees. It 
has been suggested that duties which consistently 
take up more than one hour of timB each day should 
be delegated. . ' . - 
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Managerneilt of Time ' 

/ ■ - - 





Things 1 Do 


How 1 Do Them 


Why 1 Do Tham 


8:00 


/ ■ 

/ 






8:30 








9:00 








' 9:30 








10:00 








10:30 


/' ■ ' ' 






1 1 :00 








11:30 








12:00 








12:30 








1:00 ' 








1:30 








2:00 








d.OU 

3:00 








3:30 
4:00 








4:30 








5:00 




V 

- ■ ■ 1 
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L Why Is Community Relations 
Important? 

A. Good business-community relations are neces- 
sary for establishing a positive (mage within the = 
community. The image created wilf have a great 
effect oji the amotint of business -that is gene- 
rated. 



IV. Why Do Customers Select 
Partloular Businesses? 

A, Why do customers elect to patronize a particular 
business? This Is a question that the small busl- 

* npss owner should be able to answer if the busi- 
ness is to be competitive, 

B. The foilowing are motives that encburage a cus- 
tomer to buy at one business rather than another: 

1 , Convenience 

2. Variety of selection 

. 3. Price of goods or services . 

4, Quality of goods or services 

5. Courtesy of employees 

. 6. Integrity of the business (reputatiori for fair* 
ness) . " 

7. Services offered (delivery^ credits returned 
goods, etc) 

8. Atmosphere or environment of business 

V 

o Have the students divide into smalt groups by type 
of good or servloB being sqtd. Each group should dis- 
cuss the motives listed above and develop strategies 
that might be used to attract customers to their busi- 
nesses by /the use of these motives. Each group 
should then present their strategies to the class. 

V- How Can the Business Promote 
Good Community Relations? 

A. Make sure the business Is a friendly place. This 
will create goodwIH ,and the customer will have a 
positive attitude about patronizing the business in 
tHe future. * 

B. Respond to customers promptly and courteously, 

C. Take a genuine interest In the customer's needs 
and wants. This is one area where small business 

, has an advantage over larger competitdrs. 



D, Most customers expect a business to be clean 
and neat. Displays and merchandise should be 
fresh and interesting, 

E, Become involved in community affaire, and have 
the business help promote community activities. 

F, Small business owners become so involved in the 
daily operation of their business that they do -not 
participate ?n community activities. Not onjy can 
persons in business serve their community, but 
goodwill is also created by demonstrating an in- 
terest In the community and the community's fu- 
ture. ■• ' •. 

^ Students Should list the communtty activities in 
. which they participate, and also list community ac- 
tivitl&s or orgBnizatlons to which they could contribute 
some expenlse or knowledge. | 



brganizations and Activities 
(Community, school, work) 



Presently 
Participate 



Could 
Participate 



a 
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« To geP students to emmlnQ their own attJtud^s Jn the 
area of personal r^fatipnships, each student j will be 
a-'^ked to answ&r the following questions either "YES'' 
or "NO'' and give rmsons for their answers. After the 
Btudents have individaally answered the questions, the 
instructor can initiate a class discussiofl on the relative 
Importance of each Item. 

1, Would you have a policy for the business cdn- 
cernlng good community relations? 

2, JWould you constantly guard against business ac- 
tivities conflicting with the public interest? ^ , 

3, Would you kndw each of the groups which make 
up an important segment of your firm's clientele? 

4, Would you take regular steps to see that each 
. group receives the attention that It deserves? 

5, Would you maintain good relations with regular 
employees as well as temporary help? . 

8, Would you have an; established 'system for in- 
' forming employees of your firm's objectives and 
, policies? 

7. Would you try to keep informed of what the public 
thihks of your business? 

.8, Based ori Infornjation received from various 
sources, would yqu try to make improvements in 
the business? . / 

I ' ' ' 

I 9. Would Yjou make a continuous jeffort to estsblish 
j . good community relations or merely be involved in 
these activities periodically? 

10, Would you insist that all of your busipess actions 
. be completely honest? , I 

11. Would you remind your employees that selling, 
' serving, and- good community rGlatlpns arp in- 
separable aspects of a business? . 



12/ Would your premises be well kept, and appealing 
do customers? ' - / . 

13. Would you hav$ a policy of encouraging your 
employees to be active in community orgariizations 
of their choosing? 



employee and eommynlty relatlans 



Roy's Auto Repair 



Mr, Roy Jones is the owner and manager of a fairly large automobile repair shop which 
employs ten full-time mechanics and three fulUtim© body and fender specialists, 'Mr. Jones opened 
the shop about eight months ago, and the operation ran fairly smoothly for| about sIk months. 
However, during the last two months Mr, Jones has ndflded a change In the ^ttitudes of the em- 
ployees. Mr^ Jones has begun to notice that his employees "have beeh spending a lot of fime talking 
insteid of working. At the end of the day they'Ieave their work area without cleaning up their mess. 
Thi:,quality of their work has decreased, as evidenced by4he tncreasing number of dissatlefied 
' Qustomers. The frequency of employees being absent from^ work has begun to Increase, Two good 
mechanics quit during the last month, causing the rate, of completed work to*drop while replace- 
ments for the mechanics were being sought. / 

Mr. Jones serves as the general manager of the entire operation, and evpry employee repprts 
directly to him. Each employee must check with Mr. Jones before proceeding with any work. Mr. 
Jones feels that by requiring each employee to check with him before working on a car, he can 
keep in better touch with the work that is being done and avoid errors made ^y his employees. ^ . 

Each employee receives the same beginning wages, and raises are g[ven' uniformly for each 
year of service, with the business. Within the organization all employees are ranked the same and 
treated equally. Mr, Jones feels that if each employee receives the same/ Wage, and no one em- 
ployee is in a position to supervise any other employees, problerns resulting from jealousy among 
employees will be avoided. Since Mr. Jones pays his employees the going rate for mechanics and 
he has eliminated competition between them, he cannot figure out why his employees are be- 
coming dissatisfied with their Jobs. ' 



Suggeatad Questions for Dtscussion^ 

1 . As a manager list the major problems facing Mr. Jones. 



2. State two ppssible reasons for each problem and offer solutions to alleviate each problem. 



Points To Be Highlightad by the Case; 



h Employee relations Is extremely importBnt to the 
successful operatior) of a business, 

2. Employees must feel that they are ar) Integral 
part of the business. 



3, Delegation of authority j is a necessity In any 
business. ^ . 'L 



Possible Solution: 



h The problems can be attributed to decreasing em- 
ployee morale over the past two months: 

' a. Employees are spending too much time talking 
instead of working, 

b. Employees are falling to maintain the neatness 
and cleanliness of their work areas, 

a The quality of work Is decreasing, which Is re- 
sulting in dissatisfied customers, 

. i, ^ 

d, Wb ^rate of employee absenteeism - Is In- 
creasinff; 

a. The rate of employee turnover Is increasing. 

2; Two possible reasons $ for the poor employee 
morale at Roy's Auto Repair are: ' 

. a. Mr, Jones does not delegate any ^authority and 
responsibility to his employees. ' 

- b. There is no ppportunlty for employee advance- 
ment. <^ ^ ' 



Mn Jones can begin to delegatt& authority and re- 
. sponslhility to his employees by alio wing them to begin 
work on their own, without first checking in. In order 
for employees to put forth a sincere %ffortf they must 
feel as though they are important. Employees must be 
given an opportunity to become an Integral part of the 
successful operation of the business. 

It Is important that employees' be treated with equal 
fairness, but employees must also be given an oppor- 
tunity forMdvancement. It is important for employees to 
be able to view their own future growth as It corres- 
ponds with the growth of the business, Mr Jones 
should probably indicate a system of promotion and 
advancement based on employee perforrnance. Pro- 
motions might include greater responsibilities and rank 
as well as monetary rewards, ' 



I. 
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Statistics show that'm^y small businesses fail with- 
in the first few years o| operation, is^any of the prob-' 
lems causing, or-attnbuting to small business failure 
could be overcome, if the owners had information and 
assistance in their problem areas. Information and as- 
sistance are available, but all too often the owners are 
either not aware of it, or are unwilling to take advan- 
tage of it. ■ 

Desire and opportunity to start a business will not 
automatically guarantee success. Small business 
owners do not normally have the knowledge neces- 
sary for uridsrstanding and operating all aspects of a 
business operation. 

To operate profitably, small business owners must 
have a great deal of knowledge. The small business 
owner is at a disadvantage in this regard. Big business 
has management specialists throughout the organiza- 
tion< However, small business owners myst be farrly 
cornpetent in all aspects of business operation. It is, 
therefore, essential that small business owners receive 
as niuch inforrnation and assistance as possible. 

The purpose of this unit is to indicate the potential 
sources of inforrnation and assistance. Equally as im- 
portant* the unit la designed to encourage owners and 



Unit Objectives 



potential small business owners 
sources to their.best advantagi. 



to utilize these 



a To iHustrate the availBble sources of information 
and assistance for^owners of small businesses. 

• To encourage the students to take advantage of 
available inforrnation and assistance when starting a 
business. . 



Studant Objectives 

m - Given information regarding sources of information- 
and assistance, theMud&nt wiH be able to: 

a. fdentify personal strengths and weaknesses 
which would affect the operation of B business, 

b. Explain why assistance and information from out^ 
side sources are important to success in operate 

. ing a business. ^ ' 

c. List and explain at feast three reasons why per- 
sons in sfnail business fairto^obtain Information 
and assistance from outside sources-, 

d. List ten sources of information and assistance 
and explain their value to small business owners, ■ 
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I. Why Do All Small Businesses Need 
Help? . 

.AJThe high piorlality rate among small businesses is 
a primary reason why the owner should seek help 
whenever possible, 

B, Small business, owners, especially In the begin- 
ning, should recognize that they have limited man- 
agement ability and experience. In order to com- 
pensate for this, they need to turn to sources of 
information and assistance for help. 

C. Alnnost all small business failures result from man- 
agamant mistakes and errors. Due to Its limfted 
capital sltuatlof), the small business cannot afford 
major errors In management. However, most small 
business owners rely on their own Judgment to 
solve a problem, even If they lack knowledge In 

' the problem area. 

• Has/& each student deyelop a imt -of prominent 
aauses of small business failures. Then have each stu- 
dent determine the aspects of business operation from 
the list in^ which they are competent^ &nd tfmse 
aspects in which they would need additional informa- 
tion and assistance. From these individual lists, a com- 
prehensive list can be developed on the chalkbo&rd. 
This activity could lead into a very good discussion to 
make the point that all persons In a business need help 
in &r&as relating to the operation of a business. 

IL Why Don't Small Businesses 
Receive Help from Outside 
Sources? 

, A. In many cases owners and managers are unaware 
* that Information and assistance are available to 
them, 

B. In many instances, small business owners ar.e un- 
willing to feeek help that they need. Although this 
^ might be attributed to their independent nature, 
the attitude that they can^be successful without 
ahy help or\ additional information^^ must be 
changed, The small business owner must realize 
that It IS not possible to be an expert In all facets 
of the business operation. 

Many times small business owners claim they 
cannot find time to obtain information and assis- 
tance. This usually results in decisions which ad- 
versely affect profits. Time, must be set aside to 
obtain the necessary Information and assistance 
so that sound decisions can be made, 

114 ^obtaining Infbrmstisn anfil isst'stance 



D, Most. small business owners contend that they 
cannot afford to obtain outside assistance. They 
consider it an expense which Is unnecessary. 
However, it really Is a case of spending money to 
make money Jn addition, much of the Information 
and assistance Is available at no' cost to the busi* 
ness, 

III, Where Can the Business Raceive 
Asslstanoe? 

A. The following people can offer valuable informa- 
tion and assistance: employees, customers, sup- 
pliers, and other buslneis owners. 

1 . Employees^ The people who work for a busi- 
ness have answers to some problems of a btusl- 

^ nesS' Owners should ask employees for their 
advice and assistance. Information on items 
which are selling well, stock position, and ous- 
tomer attitudes Js available from, employees. 
They are in a good position to give advice, but 
they must know that their opinions and ideas 
are valued by the bualness. 

2. CMstomars. These people are in a position to 
give Information on the products and services 
they buy from a business. Business owners 
shpuld ask customers for the information. There 
is not a better source for Information regarding 
the competitive strengths and weaknesses of a 
business. ] 

3. Supplleri, Since a supplier's success depends 
on the buainessas being served, the supplier is 
vitally Interested in the operation of the busi'' 
ness^ Many suppliers are in a position to give 
sound management advice,' The supplier's rep- 
resentativei should be able to explain what 
services can be provided to a business. 

4. Oth@r busfnaiS owners. Most businesses 
have common problems and the owners may 
be willing to discusa these problems. To a great 
extent, the competitive atmosphere of a busi- 
ness has not stimulated this type of relation/ 
Many buarne$s©s^^,are finding that by sharing 
their ideas concerfitng their problems, they can 
all improve their business operations. 

B. Professionals, Including^ lawyers, accountants^ 
bankers, and managehnerit consultants, can give 
valuable advice to a business; 

. 1 . Lawyer, A lawyer Js a must for handling legal 
problems of a business.* A lawyer can also help 
a business avoid problems. A lawyer can offer 
advice on such problems as: taxation, organiza- 



tional ;structur0 c?f the business, and govern^ 
. merit regulations and ordinances^ 

2. AocoUntartt, An accountant can do more for a 
businiss than Just prepare the finapclal state- 
ments' Becauae of continued exposure to busi- 
nesses with sinillar problems, an accountant 
can suggast ways to improve the financial posi- 
tion ofia business. ' 

3. Bankiir* A banKer^ sHould be consulted more 
often than just when a business needs a loan. 
The banker Is; in a position to offer valuable in-^ 
formation on economic conditions and trends 
within a community, and is able to offer mah* 
agement and financial- advice, 

4; Managament aonsultant* Small management 
consulting firms may offer Information and aa» 
* sistanQe to > buainesses regarding specialized 
problems. Most consulting firms will quote the 
small business a fee for a specific job to be ac- 
complished. 

C; Educational Institutions. There are various man- 
agement training programs which are available to 
: small businesses. Two ex^ples would be the 
Small Business^ Administration Co-sponsored Ad- 
ministrative Management Courses ' (contact the 
nearest SBA field office for details) and adult edu- 
cation classes affered by many high schools and 
community dolliges. 
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D, Business associations can offer information a^d; 
assistance to^ small businesses. Examples would 
Include the local Chamber of Commerce^ trad^x 
associations, credit bureaus, and the Better Busi- 
' ness Bureau. \^ 

1, Chamber of Qpmmerae. The local chamber of 
commerce offers Informatibn from most govern- 
ment agencieSi^^and gives the small business 
owner a chance^ to become acquainted with 
other business owners, ^ 

2, Trada asaoalationsi Although many small 
business owners betong to trade associations, 
few obtain all of the assistance and information 
that they are entitled. Most trade associations 
hold meetings to discuss issues, problems, and 
trencls. vyithin a particular trade. Bulletins and 
journals oontdinihg valuable Information are 
usually available to members, Considsrlng the 
.many services offered by most trade associa* 
tionSj it is importarit for the business^ owner to 
belong to this organization. , / 

3, Crsdlt Bur#au. The local credit bureau can be 
of grelt help In ©valuatlng credit applicants. 



This service saves the small business owner 
^ much trouble and worry. 

4, Batter Business Bureau, Checking with this 
organization before doing business with a fjrm 
can save the business owner time, worry an'd 
trouble in the long run, / 

. Government agencies ci.n be of greaV assistahce 
to. small businesses. / ' ■ 

- ^ \ 

1, Small Business Administration. One pf the; 
most helpful agencies to smpll^businessesj 1^ 
the Small Business Administration. Its purpoae 
is to offer financial and management assistant 
and information to small businesses! The goa^s 
of the SBA are accomplished through 
a: Quaranteeing various types of small busines: 

i loans. 

i _ -- 

b. Providing management assistance (cours.es, 
' workshops, conferences, clinlcSj etc.) .. .. ^ 

c. Publications. The SBA issues several series 
; of publications which have prdved to be val- 
uable to the small business owner. These" 
publications include the Sma// Marketer'^ 

; Aid$ and Manag&ment Aids for, small manu- 
facturers, . . 

d. Service Corps of Retired Executives, 
S.C.O.R.E., is a volunteer organization co- 
sponsored by the SBA wliich provides free 

. . ;;rTipnagement counseling to small businesses. 

2, InVemaLRevanue ServlceV Although the IRS is 
'predominantly concerned with coliecting taxes, 
it is a good source of information and assls= 

tance concerning taxes! /' ^^^^ , 

■ ^ 

3, Bureau of the Census. Every business owner 
should become familiar with the types of infor- 
mation colledted and published by the Bureau 
of the' Census. Census c^ata cati help answer 
such questions as: . ^ y - . 

a. Where are potential customers located? 
" b. What is the Incorhe of potential customers? 

c. What is the age, sex, mafital and employment 
.. status of the potential customers? 

d. Is the number of people In a particular market 
,y increasing. or decreasing? 

The Bureau of the Census publishes the Cen- 
sus of BuBlneBS, which contains information on 
. the wholesale, retail, and service trades. By 
using business census figures the owner cpr^ 
answer such fe^uestions as: 
a, In which nr^erchandlse lines or services are ' 
comp@^itors^. ^rnaking their ^ greatest- sales 
' volume? . ■ '"^ ' 
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b. When should a seasohal increase or d©- 
crease In sales be eKpected? 
_ ; _ a. How does a particular business compare with 
similar businesses regarding sales volume? 

4, Publle library. Jhere is a wealth of Information 
available free of charge for the business owner 
at the local library. Librarians can make sugges- 
tions and locate materials and references which 

would be helpful to persons In business. . ^ ; 

' ' ■ t , « ■ ' 

• Have a student contact the n&irest Sniall Bu$inhss 
Administration office ^fpgafdlng those areas of help 
Bvallable to Jhe small business own en The student 
should present the findings to the class. 

• Have a student contact the IocbI chamber of cgm-. 
meroe regarding' those areas of help available to the 
small business owner, within the community. The stu- 
dent should present the findings to ^the class, 

• ..Have students write letters to the various govern- 
ment agencies, other than the Small Business Admlnls- 

=tratlo'nilooncerningJhejypes.:of^ 
tance which are available to small businesses, , 
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The Crafts Shop 



Mrs. Smith has spent many years produclno gifts arid arts and crafts for her family and friends/ 
She belongs .to a county arts and crafts. organization and has many friends who also produce hancf 
crafted items. Since her children have grown, she has had more and^more time to devote to h#p 
crafts. In fact, §he begari producing far more craft items than she could use. Soon she began to 
trade craftntlms with her friends. She began going to craft shows and eKhiblting and selling her 
wares. She found that h^r productS'Sold well, but she arid her friendsscould still make itemS|faster 
than they could sell therh. She then decided to approach locar merchants to determine if "ihiy 
would sell some of her crafts. Some merchants Indicated they would, but only on a small scale. 

At this point, she reached a turning point In her approach to the sale of h^r crafts. She: could 
make her items faster than she could sell them at craft showSj to friends, thrpugh local merchants, 
or through trading. She felt that the only way to sell thejcrafts that she and her friends produced 
was to open a crafts shop designed to sell only crafts and craft supplies. 

She talked to her friends and they all agreed it wasia great idea,! Her husband also thoTjght it 
would be a profitable business venture because there were no craft shops in the area, Mrs. Smith 
decided to go into the business of selling her crafts as well as the craft products of her friends. 
She also decided, to handle a small amount of craft sup'plies. , f 

. The first problem slje had was to decide on a location for the shop. She Ipoked^at several sites 
in town and aisp looked at several surrounding towns where §he might| locate. After considering the 
different towns, site locations, and the cost of the different locations, she decided to build a shop 
on h&r own property. The property Is located on a secondary highway approximately 6ne mile from 
one of the largest parks in the state. The shop would be built by her husband, and would be 25^ 
feet by 25 feet In area and would contain a second story storage loft The building would contain 
nt¥^0wh'h%atinyg~unit"as well as 

of his labor or his son's, would run approximately $,5,00 per square foot. The total cost would be 
$6,875, He also anticipated obtaining a natural gas permit for heating purposes. Mr. Smith laid the, 
foundation and began to build the new shop. He started the fiuilding in March and by June he had 
the frame up and was starting on the siding. ^ . ; 

Mrs. Smith began questioning Mr, Smith as to a timetable of completion for the shop. Mr. Smith 
indicated it would be finished by Christmas, Mrs, Smith argued that by Christmas she would have 
lost all of the suminer business frorn the park tourlstp as well as the rush of the Christmas season. 
She considered these times would be peak business times for the shop, Mr, Smith indicated he un- 
derstood what the problem was, however, with his Job and other activities to which he was com- 
mitted, it was impossible to get the Job done any sooner, i 

About this time the construction bills started arriving for the building materials and supplies. 
They were far In excess of the amount the Smiths had antjclpated. Mrs. Smith questioned Mr. 
Smith about the costs and asked whether he^was aware of the extent of the accumulating costs, 
Mr, Smith replied that he wanted the best materialaln the building and didn't ask what they cost. He 
had simply asked the lumberyard to put the materials on' his bill. 

Mr, Srfiith applied for hi? natural gas permit and purchased andMnstalled the gas heating unit in 
•anticipation of the approval of the permit. The permit was; turned down by the gas company. The 
utility officials informed Mr, Smith that they were accepting private home applications but not busi- -. 
ness applications. .Mr, Smith was forced to adapt his, heating unit to a more expensive propane gas 
heating unit. - ^ ^ 

The building was finally completed in January and Mrs, Smith began her craft store operatipn. 
Her sales were somewhat lower than she had anticipated, and she realized that she was going to 
have to advertise eKtensively to bring in customers. Also, Mrs. Smith had not paid off the bills from 
the construction of the shop, The.total cost of the building came to $8,00 per square foot instead 
of the estimated $5.00 per square foot. • . 0\ . 

By May, the bulk of the bills were still unpaid and suppliers were pjLjshlng for their money. Mrs. 
Smith began to realize that the sales were not generating enough cash to pay all the existing and 
past due bills. A representative from the Stite Revenue Office, paid the Smiths a visit because they 
had not registered and posted bond as a retailer as required by law fn the state. What had started 
out as a simple Idea for a craft shop turned out to be a maze of financial and legal problems. 
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SuggestedQuestiona for Discussion: 

1 . What did the Smiths do wrong? ^ - ' 

2. Should the' Smiths stat in business? 

3. What ^^Ihree possible reasons why the Smiths did not seek help? 



4. List eight possible spurces that the Smiths could have turned to for information and assistance 
regarding their prr olems, - ' 



(cover copy below when xeroxing case) - 



Points To Be Highlighted by tha Case: 



Possible Solution: 



t. The feiture to bbtsln Information and assistance is a 
promiment cause for failure among small busi- 

—n B$&Gsr — — ™= — — ^ _ ^ v. : - . _ 



1. The Smiths failed to seek any Information and as- 
sist&nce to make plans for the succ&ssful asfad* 
lishment and operation of th<^^^ 



2. Information and assistance are avBilBble to the small 
business from many source^. 



2, Wheth&r or not the Smiths should stay In business 
depends on how much time, effort, and money they 
- are willing to put forth. Operating a successful ^ 
, business of any type requires careful plmning and 
sound management decision making, 

3/ The Smiths probably did not seek help for one of 
the following reasons: ^' 
, a. unaware of mallabfe assistance and Information 

b, un willing to seek assistance and information 

o. did noftake the tirne to seek assistance and in- 
formation ,' 

d. decided they could not afford assistance and in- 
formation 



4. The following possible sources of Inforniation and 
assistance might have been helpful to the Smiths: 

a, lawyer 

b, accpuntant ^ 

c, banjcer 
suppliers j 



Oj chamber of commerce / 

f. trade associations / 

g. Small Business Administration 

h. Bureau of the CensuB. 
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insurance 



I It is essential that ..^adequate insurance coverage be. 
maintained by a business.^ Without^ insurance, the 
owner takes an Extremely high risk/A lifetime of work 
can be lost Jn a very short time If/adequate Insurance 
proteGtlon is not maintained. / A sound insurance 
proteotion plan is Just as Impo^nt to the business as 
good financial mahagernenti /managerial planning, or 
any other business function, / 

This unit will stress the importance of adequate In- 
isuranpe protection^ and Jist the essential Insurance'' 
needed by a buslness^'Yarlous types of optional in= 
aurance protection will also be listed. 
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Unit dbjeetlvas 

« Jo emphasize the Importance of a Bound insurance 
protection plQn to a business, 

• f 0 provl&e informatldn regarding esisentlal and op- 
tlonal ihiutance av'altable to a business. - 



Studaht Objaotivas 



• Glv0n a particular business, the student will be able 

to: I i ^ . 



a. Bxplaln why a sound Insurance protection plan is 
essential to a business, / 

List the types of Insurance^ protection applicable 
to the particular business, j * 
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I. is insurairipe Really Necessary? 

A, , Since the entrepreneur attempts to reduce any, 

high risk situations by making adequate plans and 
taking corrective action, it Is essential that sound 
Insurance protpotlon be maintained, 

* 

B. Without adequate insurance protection, a* lifetime 
of work can be destroyed In a very short time. 
The financial loss ean b© devastating to a busi- 
nesa. 



© The instructor may ask the Btudmrits to determine if 
an entrepreneur would take the high riBk of Qperating a 
buslnesB without adequate Insurance proteQiiOn. 
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I. What types Of insurance 
Rrotectlori Are Availabie? 

A/ Four kinds qt Insurance are essential for a busi- 
ness: fir© insuranc©, liability Insurancei automobile 
Insurance^ and^ workmen's aompensation Inaur- 

. mce. 

1. FiF0 Insuraneo oan be expanded to Inoiuds 
other dangers such as windstorm, smoke, liail, 
etc. 

2. Liability Insuranee.proteats the business from 
financial loss due to bodily Injury occurring at 

. th© place 0^ business to outsiders such as oui* 
tomers. 

3. Aulomobll@ liability Insurance Is requlrtd by - 
law in most states. Wh©n employees ,use their 

____own^car=on--behalLQfJha.busin 
can b© legally liable. ;V 

4. Workmen cempdnsatlon InsuranM is legally 

required in about Half of the states. It protect^ 
the business from financial loss^ due to em^^ 
ployee Injuries occurring on th© Job, 

B. There are many types of optional insurance whlcfi 
may be desirable for business. Three of thase 

, include: business Intenrupltlon Insurance, crim# In^ 
suranc©, and employee benefit coverages. 



1 



iualness interruption Insuranae covers fixed 
expenses^ that would continue If fir© closed the 
business. Examples of these expenses inoluda 
salaries, taxes, utilities,; etc. Profits that would 
be lost are also cbv©red. 

Crime insuranoe covering theft and deitruc 
tion Is also available. 



3. Employea benefit QDverages inolude: group 
life Insuranbe, group health Insurance, disability 
insurance, and retirement income. Employe© 
benefit coverages can help reduce employe© 
turnover, and help to create good emptoyer" 
employee relations, | ^ ^ 

a Have the students list the types of Insurance they ' 
believe are necessar^^for their particular businesses^ 
Then ask the students where they can obtain assls^ 
tance and information. ProfesslonaLadvice regarding 
Insurance can 6e obtained from a quaiifled agent. 



\ / 
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It is doubtful that this country will totally abandon its 
attitude toward free eriterprise and the Importano© of 
the small business. Indications point to the fact that the 
future of small business in this country is bright. In 
general, trends would appear to be consistent with the 
present in many respects. The manufacturing domain 
will continue to be dominated by the large concerns, 
while small and medium businesses in th^ retail and 
service areas show growth potenllaL 

HQwever^ it is not wise for the business owner to as- 
sume, that since the overall future of small business Is 
bright, the futurrcf all small businesses is secure. It is 
not enough to operate a business day-to-day and let 
tomorrovy take care of itself. If business owners take 
this attitude toward the future, they will be hanging on 
'to tha coattails of those competitors who have 
planned for;' the future, of their businesses, or they 
will have Joined the ranKs of business failures. 

This unit contains a list of several questions for dip- 
cussion and auggpsted activities which will encourage 



. students to plan for their future in business. The sue- 
cessfu! entrepreneur Is able to look at a business five, 
ten, and even twenty years hence and plan for its con» 
tlnued profit and growth. . . - - - 

Unit Objaotlvea 

• To provide questions and activitiBB that will en- 
courage studenh to plan for the future ■ of their par- 1 
ticular budlnesses. 

Student Objaotivea 

t ■ Given a particular buBlneBs, the student will be able 
to develop plans for th& future of the business by: 

a. Participating In a class discussion of SBveral fu- 
turmtin questions. 

Participating in planning activities for a particular 

business. 
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1. Why Plan for the Future? 



. . A. Failure to make plans for the future can cause 
business failure. 

B. If a bUiineas does not lorecast Its future perfor- 
mance and 'fii|ture needs, It will probably not be 
able to tike advantage of opportunities for growth 
and development 

,^_CSgccessful competitors will be plannln^g for the 
future. If a business is to enjoy continued sue- 
cessp it rriust able to cope with change. 



iL What Should Be Included in 
Planning foKthe Future? 

A. Every aspect of the business operation should be 
included in plans for the future. Examples wouid 
Include the following = \ / 

1, Products or Services offered 

2, Potential market / 

3, Personnel requirements 

4, Growth or expansiqn 

5, Capital requirement| 

s \ 

« UBing thG form on the neHt page, seleot a business 
and plan any chBngjBs or growth In the business for th& 
next five, t&n\ and twenty ytara. For example, you 2 
might con$l^0r physical expansion of the business^ In ^ 
five years you may plan; to. own two stores. In ten 
years ypu may plan to own three storey, and In twenty ^ 
years five sfores. You should be able to make similar 
plans for other aspoots of the business such as pro- g 
ducts offered for sale, employees needed, etc. i 

/ s 

; / 
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Btisiness Aspect 


• 5 Years ' 


10 Years 


go Years ' ' 
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• Using the ovorhemd prof0Gtof, the inntruGtor should 
direct a c/asf dl^Gumlan concerning th& following 
quBStlohs, The que$tlon^ may diso be used as a writ- 
; t0n assignment to generate business planning for the 
future. For the purpo$e of the following Bcilvlty, have 
.students select a business which they would like to 
own. ' 
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Suggastad Quaations for Diaeuaslon: 

f.^ Would you like to own a business for twenty 
, ' ye&rs? How do you think your business wili have 
to change during this twenty year period? 

2. Will you have Bxpanded the buslhess by then? 
How much? Why?^^ 

\ '^'^^ ^ ■ i ' ■ ' ^ • ^ =■ 

3. Will you beiprbvplng 0fe same products or serv^ 

Ices twenty years' frpp) now^-^-^ 

4. WhatWew industries will exist, proMing what new 
. ^ products or services? y 

' S. What ne^w markets wllljyou try to enter? ^ , 

■ ' ' ' . ^ ■ . 

6> ^How many, hours will you and your employees 
j^of/c each week? Wili.ybu give longer vacations?'^ 
How will this affect your expenses? 

7. Will your business beaome a sQlf-servioe opera- 
tion? ; . • ■ ' 

d> Will increased lei$ure tlme^demand new products 
and services? How can you take advantage of 
this? . 

9. In the future, will all of your management deci- 
sions be made by computer? Will you need to , 
; know how to use comput0rs? 

fO, will Increased automatfbn cause more employ- 
ment Inthes0fvic0 areas? '/ , 23;' 

11, Will service businesses he eliminated.^ by the use 

of disposable products?! - 24. 

12/ Will increased government controls beoome 

necessary in the future? Why? How will this affect 25. 
. your business? 



Will better methods of shipping and i^ransportatlon 
help your business? 'f 

Predictions indicate that a vast ftjajorlty of the 
population will live In huge metrQpolltan ar^a$. 
How will this affect your market? I 

Will you be afr/a to continually update your skills in I 
order to keep up with advanaes Inlyour field? j 
. ^ 1 ■ ■ I 
Does the utilization of the opeanslrepresent n po- 
tentlal market for your business o^any business? 



Will we have a cashless society ?li What affect will 
this have on your business? 



Does the, continued emphasis cjn protecting the 
^enylrohrfient: have any effect oh your business? 
-Will this create any opportunities or problems for 
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the-buslness? 



Will imprbved communications land transportation \ 
methods allow you to transact Jbusiness through- ■ ' 
out the world? . ( - ' 

' ' ■■ ^ i" 

Would an energy shortage off^r any opportunities \ 
or-pf pblems for your business?; 

Will, there be a safe and effective way for bush 
ness owners and managers to control their own 
fatigue, mood, and personality?)^ 

What kind of bariking system w)ll be available to . 
your business? • 

■ ' ' '-^-^^ 

Will overorowded conditions create a demand ^r 
prpducts which Increase privacy? , 

Will the increased life span of people create 
needs ' f Qf nfiw products for older people? ' , 



13. How will Improved or Instantaneous communica- 
tions affect such things is ordering merchandise 
and advertising certain products and sBrvices? 



26. With increasing empfiasls on convenience, will 
you ba forced to bring your product or service 
. . directly to the customer? ! 
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^* Wo f king In groups the studonts shou^ be able to 
f^m/Blop a list of additional questions to be considered 
' ' When planning for the future, 

' • Using the fbllowing form for. each goal, the mudent' 
Btiould: 

f . GenBrate spmlllc goals which are personBlly Im- 
.pgriBnt and are directly related to the business, 

2- List actions ttkmn to achieve the goaL 

3. . List possible conditions that could occur that 
- - . ^ would block Qohlevement of the goal, 

4. LlBt^actlon taken to stlleviate conditions blocking 
achievement of the goai, ^ ^/ 



Wdrksheet for Gcai Aohlevemont 



' specific GoahStatement:'. - , ■ ■ ' |i 

Action Taken to Achieve Goal (Should Include Approximate Timetable) 



/ 



- 2. 
3. 

4. ,. ■ ■ , 

■ . 5. ■ ■ •/ . ' " I 

Possible Conditions That Could Occur That Would Btack Achievement of Q 

1 . ■ / ■ . , 

Action Taken to Alleviate Conditions Blocking Achievement of Goal 




BOOKS 



-AberJe, John Rm^lngs In l^ew Enterprlsms, Instttute for Business and Economic ResBBrch, San 
Jose, California, School of Business, California State Univirsity-San Jose, 1 973. A syllabus of 
readings designed as a iupplementfor a course In small busineis managements 

Allen, LoLJis L Starting and SuGc&edlng in Your Own Smif Business, New York/ New York: Qroaaet 
and Dunlap, 1 968, A praollcal guide to financing and managing your own company. ' ^ 

American Institute of Certified Pablw Accountarits, Inc^ Anslysis for Purchase or Sale of a BuslneBs, 
New York, 1967. Paperback. An analysis of the sail of a business for both the seller and 
buyer ^ . . ■ 

Bauniback, Clifford M. et. aL How to Organizm and Operate a Small Busin&sSf Englewood Cliffs, 
Mew Jersey; Prentioe-Maif, lnc„ 1973. A comprehensive tSKt including a checklist for organls- 
ing and operating a business, sources of Inforcnation on starting and managing specific types 
of businesses^ and itiort case studies. ' ' 

Brooni, H,N- and Longenecker, Justin S/na// Busin&sm ManagennBntf Cincinnati, ^Ohlo- South- 
western Publishing Co,, 1 975. A connprehensive case problem Is Included at the end of this 
text. 

BuriesbnrJean. MercD^fg/ai^ Bibfiogrmphy: 1 9^5 New ..CamBsUn Adniinlstratlon, 3o 

Boston, Massachusetts: Intercollegiate Case Clearlrrg House, 1975/^An annotated listing of 
case studies in business administration available from the Intercollegiate Case Clearing House' 
These cases may be soniewhat advanced for beginning students of small business manage- 
ment. . 

BuyerJsm: How to Buy a Franchise or a Smaf J Business, Rochester, New York: WWWWW Informa- 
tjon Servicesf inc.i 1 970, Paperback The primary purpose of the book is to improve the 
buying skills of the individual who is looking for a franchise or i small business, 

Cahill, Jane,^ Can a SmafJ&r Store SuocQedff New York: Fairchild Publications, tnc, 1966, A prac- 
tical discussion on operatiDn of a small stpre including sections bh self*analysls, 

Collins, Orvis F, =et, al. The EntBrprlsIng Mm, Michigan State Uniyersity, East Lansing: M.S.U. 
. ^ Business Studies, Bureau of Susiness and Economic Research Graduata School of Business 
Adnninlstration, 1964. A behavioral study of entrepreneurshlp. 

DeroaiL Flavia, The Afex/oarf Enir&preneurt Paris: Develcpnnent Centre of the Organisatlor} for 
Econornic 'Co-operation and Development; 1971, A study of entrepreneurial development in 
Mexico containing fifty pase studies of fWle^lM 

Dowd, Merle Ho w to ffarn m Fortum and Bacome Independent In Your Own flys/riifs, West 
Nyack, New Ydrk: Parker Publishing Com Inc.j 1971 .This took emphasizes olDtainlng more 
rnoriey and Independence, and Includes case studies cf successful businesses. 

Eckles, Robert W. et, aL ^upem'sory Mamgement: A Stiort Course in Supervision^ New York: 
John Wiley and Sons, Inc., 1 975, A self^pacing, individualized study program on supervisiop* 
including lists of selected further readings. , . 

Emory, William, and Nilaad; Powell, fi^aktng Management Decisions, Boston, Massichusetts: 
Houghton Mifflin Company, 1968. Paperback. The bcok aims to provide a thorough theore- 



factors. 



130 



ERIC 









r 


150 


"\ ■ ■ 


'/ 







Fram, Eugeni H. Small Bum ess edit sind Ffmnce, Dobbs Ferry, New York: Oceana Publicatloni, 
Jnc, 1966. A practical boDk which deais with several aspects of small business credit ancJ 
finance problems. An extensile bibliography Is included , ' 

Goodftian, Sam R. Cash M&h&gmniQnt ior Small and Medium-Sized Companies, Erjgjewood Cliffs, 
New Jersey: Prentlce^Hall, Inc., 1971. Paperback, Emphasiaes budgeting and planning foK 
cash needs. ' 

Qreene, Gardiner G. How to Stan and Manage Your Om Business, New York: A Mentor Book, 
New American Library, 19?5,^gspSrback. This book Is written by a businessman who shares 
his ideas, experiences, arid techniques witli the reader, 

Greena, Jay R. and Sisson, Roger L. C>^/?am/G Manmgmm Decision Games, New York: John Wiley 
and Sons, Inc., 10.59, This.book contains seven non-coriiputer simulation games, dealing with 
various aspects of business operation, 

Grieco, V,A, Management of Small Business, Colurhbus, Ohio: Charles E, Merrill Publishing Com- 
pany, 1 975. This book vs/hich Is designed to assist persons going into business or already 
operating a business, contains fortv^three- incidents and twenty-four case studies/.! 

Gupta, Shjv K. and Hamman, Ray T. skrtt/iff a ,$mall BusinesB: A Slmui&tibn Game, Englewood 
Cliffs, New Jersey: Prenticl-Hall, Inc., 1974. A computer simulation garni designed for use by 
groups interested In learning about business functions and thfe decision making process as a 
team. . ' 

Hailes, William D., Jr, and Hubbard, RayrnoRd T., Small BusineBs ManagBment] Albany, New York: 
Delmar Publishers, 1966. This teKt/vA/orkbook Is designed as a practical guide and outline for 
both the teacher and student of small business management. 

Henke, Russ, €/fecf/ve ReBeBrch-and Dmelopment for the Small&r Company, Houston. Texas: 
Gulf Publishing Company. 1963. A discussion of the problems and considerations^faclng man- 
tfgement pf the smaller company which desires to inttrate or improve a research and develop-, 
nrient program, ^ 

HicKs. T>?ler Your Own BiJslnQss. on a ShoeBtymg and Make up to $%00,OOQ a 

Year, Wesf Kiyack, Nevv Yorkr^^ 

details his step-by-step procedures for turning a snrtall Investment In a. business into a fortune. 
-Hodgetts, Richard M, and Albers, Henry H. Casis and Incidents on the Basic Concepts ol f^anage^ 
ment, New York: John Wiley and Sons, Inc. 1972, Paperback This book is entirely com- 
posed of cases and questions. 

Hosmer, Vy, Arnold et. aL Smali Buminem Management: A Casebook. Homewood, Illinois: Richard 
D, In^in, Inc:, 1972. These cases ^hich are detailed and somewhat lengthy, are probably 
most suitable for advanced/Students of srnall bus 

How to, MotlvatB Employees, N©v^ Vork, Newyork: Preston Analearn, 1 969, Paperback, Designed 
to provide selfMnstructlon in the nnotivating of employees in business and Industry, 

Illinois Society of Certified POiblic Accountahts, Businessman's Information Guide, Mew York: 
American Institute of Certified Public Accbuntants, Inc., 1972. This guide is dfsyned to assist 
persons who are inlhe probes© of setting up their own small business. 

Irwin, Patrick H, Business Plmnhlng: Key to Profit Growth, Toronto: McGraw-Hill Book Company, 
1969. This text emphasized planning for the future. 

Jeanneau, Joseph. A. et. Smali Business Management Instructor's Manual, Prince Albert. Sas- 
katchewan: Saskatchewan Mew Start,' Inc. for the Training Research and Deyelopment Star ' 
tion, bepartment of Manpower and Immigration, 1973. A small business management course 
developed to prepare people of Indian ancestry for )obs as owner/managers of their own 
businesses and fpr^management positions with businesses. The four instructor's manuals con- 
tain lesson plans', suggested methodologies and lists of resourcea. 

Johnson, Wallace, The Uncommon Nmn In American BuslnBSs, Ne^^ York, New York: The Devin^ 
Adair Company, 1 966. In this book the author presents his own formula for success, describ- 
Ing'the^ necessary steps from the beginning to the marketing of the finished product, 
"KanrnrHrS, 10t Busln&sses-You- Cmn-Siart "and mn With LesB-Than ShOOO-^mt-Hym 



ERIC 



151 blbllogriphy 131 



torH: Parker Publishing Company, !nc„, 1968, In this book the author proclaims, and presents ■ ' ■ 
©videnae to prove, that the. only my to achieve wealth and Independence la to be your own 

^=-^-=^:^-— ^^^^^.inast8r.„__!__ ._ . _ \. '_ j. ^ , ____ 

Kaufman, Herbert, The Limfts of Organizational Change, The University of Alabafna Press, 1971. 

Paperback, An essay type book dealing with various aspects of organizational change, ^'^-^^^ . \ 

Kilby, Peter. Entrmpreneursiiip and Economic Development, New York: The Free Press^ 1971. 
This bqol^ contains readings on theories of entrepreneurship and economic development. / 

Klatt, Lavvrence A, Managing the Dynamic Snra// Firm: Readings, Belmont, California: Wadsworth 
. Publishing Company, inc, 1 971:, A supplementary text consisting of readings about the man- \ 
agement of small business, ' 

Laporte, LowellVAf ©rger PofiGy in the Small Firm, New York, New York: National Industrial Confer- 
ence Board, Inc,, 1969. Paperback. A discussion of merger Gonsiderations for the medium- 
' sized business, 

Lasser, J.K. How to R^n a SmBll Business, New York: McGraw-Hill Book, Company, 1974. A com- 
prehensive text covering various types of siriall busln . , 

Liebers, Arthur. ThB Kmy to a Successfuf Buslnesst New York, New York: Key Publishing Com- 
panv, 1964. Paperback. A handbool< for persons running a small business or seeking to go 
"' into business for themselves. 

Light/ i^an H. Ethnic Enterfirise in Am&rica, Berkeiey, California: University of Caiifornia Press, 

1 972. Paperback. This book relates business and business achievement to tlie internal struc- ' ' 
' ture of Chiriese, Japanese, and black ethnic comfTiuni ] 

.Liies, PatrlcK R. New Busln&Bs Ventures and thB Entrepreneur^ Homewood, Illinois: Richard D, 
-Irwin, inc., 1974. This te^t is intended to provide the pore materials for a graduate or under- 
graduate course for individuals who want to operate a business of their own. 

Lynn, Richard, The Entrepr&n&'dr, L^ondon: George ^Allen and Unwin Ltd,, 1974^. This book consists 
of eight autobiographical studies of successful entrepreneurs. 

Managing Human RelatioriBt New York, New York: Preston jAnalearni 1969. Paperback'. Designed 
to provide selfHnstructioh in decision making regarding human relations with co-workers, 

" " " " ^IV^B Ot;^/f(ir/y^ - 
of independent Business, Inc, A continuing report of economic trends and problenns. con- 
cerning snnall busriess. i " 

NichglaSt Ted. Where the Money fs and How to Get It, Wilmlngtori, Delaware: Enterprise Publishing 
' ^ Co., \nc\, 1 973, This book is a comprehensive manual on raising capital for a business. 

Petrof, John V. ef, al. Small Business Management: Concepts and Techniques for Improving D&ci- 
t sfons, New York, New York: fvicGraw -Hill Book Company, 1072. This book stresses the fun- 
' I damentals of business management. including the decision making process and its significance 
' \ fronn a managerial point of view, _ ' 

Puryear; Alvin N. and West, Charles A. Blmck Enterprise /nc.,^. Garden City, New York: Anchor 
Preas/Doubleday. 1 973. paperback. Through case studies, this book emphasiaes black busi- 
ness development. . ■ . ' '■■ 

' Putt, William 'D. How to Stmrt Your Own Business, Cambridge, Massachusetts: Thu iVIlT Press, 

1 974. This book is a^coliection of the experience and advice of entrepreneurs and of the men 
who worked with them- ' , ' ^ . ' . ' 

Radford, Kj; ManagerJar^Declsion Making, Restoni Virginia: Reston Publishing Company, Inc, 

1 975, This book la a connprehensive treatment of the subject of managerial decision making, 

/ Rausch, Erwin and Wohtkingi Wallace. Handling Conflict in Management I, n,^mnd III: A Business 
Game, Westbury, New York: Didactic Game Company, Educational Sen/lcea Division of R.B, 
Enterprises, Inc, 1 969 , This book contains three business ganies designed to help individuals 
handle. and recognize emotional conflicts arising in working with others, ^ 

Rausch, Erwin, and Rausch, George. Leading Groups to Better Oecmlonsi.A Business Qame^ 
Westburv, New York: Didactic Game Connpany, Dlvision^of R,B, Enterprises, lnq,i 1971, This 
booklet is designed to help managers Improve their skills as effective conference or meeting \ 

,^=^__^_._.^_^^,____jeadgr§Jn^ . . ^ ' _ _ _ - 
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/Resourc§ GuldM: The BntreprenBur and New Entmprm,FormBtloh/M\\w^^ Wisconsin: Cahter 
/ for Venture Management, 1973, A comprihenslve bibliography on the subject^of entrepre- 
' .neurshlp. ...... . .... -. _.. , L.^ 

Rose, Tom. How to Succeed In Business, Dallas, Texas: The Institute for Fret fenterprisa EdUGa- 
/ tjon, 1975, Paperback. A general discussion on business and how it worka, designed to Im- 

/ prove the working relationship between workers and employers. ^ \ \ 

* Scanlan, Burt K. Management 1 B: A Short Course for MmnagerSi New York: Johm^Wiley and Sons, 
Inc., f1 974, A self-pacing, individualized study program on management skilla. ^ - 

Schabacker, Joseph CI Sm&ll Business Informmtlon Sources: An AnnotBtBd BlbfJo'graphy, Mih 
waukee, Wisconsin: National. Council for Snnall Business Management Development, 1976. 
The volutne contains approximately 500 ilems, classified and annotafed for quick[reference. 



Schwab, Charles Business Success, Lexington, KenfuGky: Successful Achiwement, Inc., 1971. 
Personal testimonials by the author and others iisting reasons for their suaceaa 



Small BuBiness Management (Part I and II), Albany, New York: The University of the State of New 
Yorkr the State Education Department, Bureau of Continuing Education Curriculum Develop- 
ment, 1 968, A suggested adult course outline Includino some helpful teaching suggestions. 

Smith, Lloyd M. The Manager^s Dlgestl A"" Handbook for Decision Making, Hicksvllle, |n6w York:' 
Exposition Press, 1975. This corhprehensive book es^piains the basis for effective manage^ 
. ment, decision-nriaking, sound leadership, and ccnsulta^^ i ■ ' 

Souihard, Sm)UB\\ Ethics for E^eautives, Nevv^York; Thomas Nelson j Inc., Publishers, 1975.)Paper 

- 'back. This book discusses the Importance of ethics and morality in business. \ 
- ■ • . ^- • ^' I . . . A .. . . . 

Steinmetz, Lawrence L, et. al l\^anaglng the Small Business, Homewood, Illinois: Richard D. Irwin, 

Inc., 1974, This book is prlrnarlly a text for the student of small business management rather 

\ than an operating manual. ^ . ; 

Tate, Curtis E,, Jr. et, aK Suocessful Small Business Management, Dailas, Texas: Busineps Public 
cations, Inc., 1 975. This text, which includes case studies, is designed to provide a combina- 
tion of theoretical and practical knowledge, , j 

The Conven/ence Food St^re: Personnwhahd Operations In a Profitable Relationship, Chicago, 
™" ■ " ^ 1]|fiiols:'QuSRirDa^ 1 970: This elght^urtif set utilizes the self-study approachT y^^ 

\/an Fleet, Janies K. How to Put Yourself Across With People,^ West Nyack, New *York: Rarker 
Publishing Company, Inc., 1971. This book offers thirteen principles to help an Individual deal 
with others in business, ' 

Walker. Ernest W. The Dynamic Small Firm: Selected ReBdIngs, Austin, Texas: Austin Press, Lone 
Star Publishers, Inc, 1975. This book of readings contains articles on various subjects and 
can be used to supplemerit a course fn snnall business, ^ ^ 

Weaver. Peter. You, Inc., Qarden City, New York: Doubleday and Company, 1973. Paperback, 
This book offers suggestions and advice to individuals who are currently, working for someone 
else but desire to own and operate their own business, . * 

Wlpfer, Elmer U your^uture In Your Own Business, Mew York: Arco Publishing Company, Inc., 
1966, Paperback. This book examines the requirements, opportunities, disadvantages and 
advantages of a career as a business owner. ■ 

Your Buslnem Tax K/f, Department of the Treasury, Internal Revenue Servift. This kit Is designed 
to help business owrjers comply with Federal tax laws and regulations,^ 

Sniall Business Administratlon'Pub^ * / 

A complete listing of all Small Business Administration publications Including directions for or- 
dering, can be obtained from the nearest SBA field office. The arfdresses and telephone numbers 
of SBA field offices are listed under United States Government in jhe respective clty^ telephone dl- 
• rectories. , - ' ' . ■ ^ ■■ - " 

Free Management Assistance Fublioaiioni: 

Management A/ds, These leaflets deal with functional problems in small manufacturing plants and 
^, concentrate on subjects of interest to admml5trat[ye eKecutives. _ 
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TechnlGal AldB. These leaflets ane Intended for top "tichnlQftj personnel in small concerns or for 
\ technical spic|alists who suparvlge that part of the compa/iir's operations, > 

SmBll Markmers Aips: ihm&'lmm^^ management guidelines foir small 

' , retail, wholesale, and service firrns, 

Smhil Businms Bibliographiea. These leaflets furnish reference sources for individual types of busi- 
neases. / 



For-Sala BoQklits' / \ 

i [ Smalt BuBinms! Management Seriei The booklets in this serlei provide discussions of special 

' \. management problems in small companies. . \ 
^'^1- ' I J \ . ■ ' ~ ' . ■ ^ . . 

\^tarting and Managing S&rl&s, This series is designed to|help small ©Fitrepreneurs in their effort to 
*'\oQk befbre (theV^ leap" Into a buslness/iThe first volume ir the series— Sfart/ng and 
a Smaf/ Buslness\of Your Own---dm\B with the suliject in genera! terms. Each of the other 
volumes deals with one type of businass|^^ ! 1 | ' 

i^malh Bu&iness Re'fearch Series. These books report on -research dope concerning various small 
business problems. 

various apiclfic^^roblenns reikted to small busin©ss 



: Nonsmrles Publications. Jhese books deal with 
I ownership and management. \ | - 

Aqminlstratls^B Managem&nt Subject Presentations. Each of thesi 



e booklets 



Films: 



one^session subject presentation of a selected topic 



9BA's ManBgement' Training Films, These 1 ©mm sound/co or films are 



presents a compiete 



aval la 



Die for use in training 



sesaions^forj present and prospectiye shnall business o'wners co-sponsoiTed by SBA and edu- 
cational institutions, government agpncles, business firms, local biisiness groups, Chambers 
of CQmnierce, or other organizations. Many of th#s© filrris are available for purchase or rental 
at very nominal costs from the^Sales Branch, National A^jdiovisual Centeri— GSA, Washington, 
D,C, 20409. Usts of these; films ma^ be obtained from BBA field oftibes oV the National Audio- 
visual Center. 



- Bus/nms Hcb/?omtes"^N ^ is a\i^aiiaEitr fiSi t 

1 of the University of Illinois, Urbana, llinois 61801. Desirlptions of films and Instructions for 
/ ;ordering are included, 1 ■ ! 

The Internal Revenue Service offers- films regarding tax concerns and recordkeeping. Fpr in- 
/ 'formation contact the nearest IRS DIsfrict Office, . 

Other pesburces: v 

Birth 'of a lys//7ess, available from Thompson-Mitchell and Associates, 2996 Qrandview Avenue, 
N,E„ Atlanta, Georgia 3030S. This Is a program consistirg of twelve cassette tapes, each 
dealing with a separate aspect of ^establishing .a buiiness. The cost is $72 ,00. 

'Tiske.-Heldiand Zehrlng. Karen. '*iiow to ^tart Your Own Busin&ssr Ms., April, 1976, page 56, 
Journal of Small Business f\4anagQment, National Council tor Small Business Management De- 
velopment, University of Wisconsiri--Extension, Milv^aukee, Wisconsin, Pubjished quarterly, 
this journal devotes each issue to a topic of concern to the small business ownen 

Minority Business Filmstrip. program, Corntinental Bank, 231 South LaSalle Street, Chicago, Illinois 
60690. A three part series designed to help the Iristructor assist minority people who are in- 
' terested in:starting thelr.own businesses or who are- already In business. The program Is avaii- 
, able for a two week preview^at the cost of $100,00. 

• Small Business Reporter^ Bank of America-, San^ Francisco. Published ten times a year, with topics 
for each issue based on small business community needs. Additional publications available 
Include: Business Profiles, a series of reports which deal with specific businesses, discussing 
the investment requirements and operational format of each. Business Operathns, a series of 
reports which describe and e)<f)|ain various aspects of management and operations relatjhg.to ^ 
problems encountered In all fields of business ownership; Pfofess/onaf Management, reports 
which discuss the business side of" medical practice for physicians, dentists, and 
: Lyeterlnarlan^. . _ _ : ^ — ^ 



small husineas perceptions invenlory 



best reflects y^our oplnton. This Instru 



For each 'statement, pjace a-ch@Qk ( V^) In the column 'that 

fnent is a measure of your perceptions and opIniQns ragarbing small business. Because 

'WJ4 



are personal beliefs, there are no Ihcorrect responses to the! following statements 



opinions 



1; Small business/ownership anp.nnanagefTient is a prad* 
tical career option. ! / // ^ ' 

- ^ ' // ■ ■ ■ . 

2. . Formal education is e$senitiaHor successful small/bus 

' ness ownership andirrjaniggrrient. ^ . J 

3, I Most, young peopit 'lack Ih© confidenc^i aii 
experience neoess^i'M fbV.' small ; business owntrsnip 7 

and managemeht, ! I i \. \\i . ' 1 1 ^ 

'.r ry |!4 , , . 1, 1 

Working for someone else and having steady inc^m'e 
and a secure job Is belter than owning- si small bus 
I ness where regular iHcdme Is 'not guaranteed, 1 

/ I ; \ ^1; , " K i " "/i 

' Individuals either have thi riacessary personal cHarac 
teristlcs to be a Ismail bu$ineis owner or they do jnoti 



/ 



These personal bharacteristio^ cannot be aQquiredJ j 

, Large businesses have a better chance for success In' 
today's economic and social en vlronniept ' than small 
businessea, . ; : \ 

7. Giant corporations ■dominate our business system to 
such a degree that small businesses cannot success- 
fully complete. 

^ 1 i ■ ■ ■ ■ 

8. Most j small business owners are highly motivated 
tov/ard achievement. 

9. Most successful small business^ owners seek new 
chaHengesl \ ^ \ 

10. The primary reason peopte tend to go into business for 
" themselves is to make large profits. : 

! ^ I ■ ■ ^ ■ : 

11. The successful small business owner Is usually willing 
to take moderat'e rather than higii risks. 

I 
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13.1 A small business Is not able to cope, with changing 
ecoripmic situations as rapidly as a larger business, 

1 4, The sMGcess of small business owners depends to a 
great ©xteht on their ability to solve problems and 
make decisions,, ^ 

, It is essential that a person who ownl and manages a 

business possess leadership quaHties. 

1 6; The successful small buslnciss owner can get along 
well with all types of people. 

17. It ia necessary^ for small business ov/nera to believe in 
• themselves,. ^ 

1 8. The freedoni, associated .with being your own boss 
■ allows the small busineas owner to pursue many in- 
terests outside of the business. , 

19. The development of formal business plans for the 
future Is not as Important to smairbusinesses as^it is to 
larger businesses, ■ 

20. fs/jaklhg a. profit should be the primary r.oncern of a 
small business, ■ 

21. Even though the costs may be high, a small business 

- - must operate with the philosophy that the WstbhiWr i^^^^ 
always right. 

22. It is usually possible for the small business owner to be 
involved in low risk activities which will bring high 
profits. I 

23^ A small business should use only proven busine.i$=.: 
methods. It cannot afford to try new, Ideasy^ 

24. The average rate of net profit for a small business in 
the United States is 20%. ^ 

26. 'The corporate form of legal organization is not suitable 
for^a small business. 

\, 26, Actual work experience in a business Is essential be- 
fore starting a business for oneself, / 

27, Small business owners should develop plans for the 
next year's operation atv*east .one year ahead of time, 

28, Personal savings is the safest and best means to 
firiance a business venture. 1 

■ ■ : \ I ' . 

29. Small business owners should never delegate their 
authority to employees. 



30. Working long hours is the most effective way to insure 
the success of a small business. / 

^ / . 

nessea in the United States. 
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32. It is highly probable that a bank will loan an individual 
with a good buslfiess idea mone/ needed tb begin 
operation of a business. 

33. Most Buommlul small businesses are In the retail field 
and sell directly to the consumer. ' 

34. Small buslnam contributes a great deal to the growth 
of the OniteO Stitrfs economy each year, 

35. Most smal] business failures can be attributed to fac^ 
tors that the owner cannot aontrol, ' 

36. In a small bmslneaa, employee morale i^-most affected 
by the amount of wages paid' 

07, The future for small business in the United States Is 
bright, / 

38, Regardless of the existing cofnpetition in a given 
market, ther© always room for another business, 

39, Most small business owners make good use of the 
free asslstanoia and information whfch are a^/ailable to 
them. I ^ 

40, The location of a small business Is not usually impor'' 
- tan^ ^mmm.m^jp\e.m\\\go-jout-.^^^ good. 

service pr a product that they really want. 

41, If small busine^$ owneys cannot afford to hire eh ac--^ 
cquntant. they |hould not be In business. 

42, Forecasting f uttire sales and ejcpenses of a small busi- 
"^ness is guessvwork, 

43, A small business should be located as far from its com'- 
petltors as, possible. 

44, Small business owners cannot realistically avoid offer- 
ing customers qredit because it haa become so rriuch 
a part of the bu^iriesa world. 

45, Advertising and sales promotion should be less than 
15% of total expenses for a small business. 

46, Successful rnan^gement of a small business depends ,^ 
on the skillful ui^ of one's time, 

47, Good eommusiity relations is a major concern of most 
small businesses. 

48, The majority gf nmw small businisses end in failure 
v\/ithin five years. 

49, Those buslriesa^s which are presently most success' 
ful will probably remain successful into the future. 

50, WoWen Tife jua^^ Ss^cipaB|n45 merrorowmhg and 
operating a smalfi business. * . . 
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Circle T If the statement is true, or P if the state \ \ 

- . ■■- ' ^ \ \ 

' T F According to the Small Business Administration, a manufacttjring buiin'ess 

whi^ch employs one hundred people cannot be Glasslfied as a small businQ^p - 

^ ■■ ■ . li ^ V 

i' \ 

2, T F The retail wholesale, service, manufacturing, and Gonstruction|flelda are all 

fields of opportunity for small business ov\/nershlp and management \ 

3, T E Small businesses contribute approximaiely 40% of the gross nattonaf^ 

product of the United States. v. \\ 

4, T F Small businesses tend to have specializedfrriaria - \ \ 

6. T F People tend to go i^to business for themselyes so that they ban vvork leas 
hours, \ , . i . > 

6. T F SmaH busineas owners are usually willing to take high risks. 

7. T F Government agen^cies, such as the Bureau of Census, are good sourbea pf 

inlprmation concerning customer behavior, \ 

8. T Itis important for "a business* owner to know vvhere potentiai oustomefs are 

V .currently purchasing similar products or services, \ 

9. T F A personal preference for a particular area Is an important consideration 

when deciding on a particular community for a business, - 

10, T F When analyzing the competition, an imporiant factor to be considered Is the 

free services provided by competitors. ' . ' 

11, T ■ F Location of competitors is an important codsldaration when selecting a par- 

ticular site for a business. - , 

12, T F the market for a business Is comprised . Of people who are .able to buy th© 

product or service. 

J 3, T . F Initial debt, or credit, financing of a business Is obtained from personal 
sayings. . " , 

14. T F Commercial banks are possible sources of equity capital for a business. 

; 1St"" — P^"^''^' Wh en^e val uat In g -a^ 

^' ^ ■ ' sideration the economic conditions of th^ community. 
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1'^' ^ P VVhen tht l#nder eyaluates a small business loan applicant, the physical Bp- 
\ pearance of the applicant Is the most important consider^^^ ' ' 

* 1^-'s ^ F * The wrltttn builntss plan should Include th® plan of action or strategy for 

'\ success, 

In a sole proprieiofr^hip, the owner incurs limited iiabllfty for business debts, 

A limited partner toy not take an active rola In management of a ^URlnesa. 

A franchise bu$lneia usually offers the owner a great deal of Independence 
regarding optpatlopi of the business. 

Planning Invfolvea the formulation of minagement goals which are speciflo, 
measurable, and rafi list Ic/ - . 

An employM cannot be held accountable for a .task If the authority neces- 
-Bary to accomplish^thrtaak Is ndt^ive — ^ 

Long^rang© goals must state how the desired o^oomt will be achieved. 

Short-range goaSs $r>^ entirely independent of long^rangs goals. 

\ Planning is of limited value to the small busineai ifnca the future is uncertain. 

^The total amount qf money deposited in fi© bualTOSS checking aGcount for 
the day should be entered on the daily.r^ceipts 

A-business record {hat summarizes all of th© gash received by a business on 
a particular day is qafled an accounts receivable register. 

Gross profit is Inglgded on the balance sheet of a tau$lniaa. 

Adcounts payabla^^re classified as assets on the &aiance sheet of a busi- 
nes^. 

Inventory Is classifiad as. a liability on the balano^ sheet of a business. ' 

Gross profit Is dgplbted on the income statifinint of © business. 

32< T F Ratio analysis will provide a means to cDmpare a particular business with' 
industry norms. 

33. . 1 F „ The current ratio measures the liquidity of a business. ' .: ./ 

34. T F A cash forecast will help the business owner determine whether or not a 

short-term loan will b© needed during a particular period of time In the future, 

35- T F Increased sales is an advantage gained by a ^mall businass as a result of ex- 
tending credit to its customers. ' . 

36' F Less working capital is needed by a busintis whlcli extends credit to Its 

customers. = 

T F By accepting crtdit cards, a business can avoid all oopts of extending credit 

....=.....^._....,.=_....... --•«tQ-its-cysto^^r$^---'-- -—^^^^^ 
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38. T F When a'bu&iness 9ccer?ta credit cards, ft avoids the problem of collecting de- 
— -- - - ■ - liifiquerit accounts; ........ 

39. T F Tht "truth in tending" law requires that the terms of credit must be clearly 

and concisely stated on the sates contract, 

40^ T F TI10 Introduction, body, and closing are the main components of an adver*- 
torment, 

41 » T F A good advertisement should be domp!icated, * 

42. T F Radio advertising is only effective when It is used consistently, 

43. T F A good means of evaluating an advertisement Is to ask customers how they 

found out about ttie product or seryice. ^ 

44. " T ' F Offeririg free samples is one method of sales promo 

45. T F The amount of money spent by a business for advertising should be that 

amount which results in the greatest number of sales. 

46. T ■ F "Group life Insurance for employees is an essential type of insurance needed 

by a business. ^ 

47. . T F Ernployees arc a good source of information and assistance for the small 

teusiness owner. ■ ■ 

48. T F Qijality of products or services is a primary customer motive for patronizing a 

particular business: 

49. T F Long-range plans for the future of a business should Include consideration of 

potential markets for the product or service. 

50. T F Th# future of small business in the United States is bright. 



Circle the best answar. ^ 

51 , Of the eight million t)usinesses in the United States appr^oxlmalely what percentage are small? 

^ A, 25% ' . - — 

■ B. m% ' ' \y . \ 

, C. 7©%' ' ■ ■ ■ 

05% ■ ^ , - 

52. The bost definition for a small business is: , 

A. \ onm which is independently ownod, not dominant in its field of operation^ operated 

for profil and meets particular size standards for its industry or area. 

B. a aote proprietorship having few employees and serving only the jocal community. 

C. a lOQ^lEy operated business with a minimum capital investment and a profit margin of 
les^th^ 10%. 



■ . " " " D. a busini$s of any type operating on a limited scale, - - . -- 
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63, The vast majbrit^ ^mall buslpesj failures occur during the flr^t 

B. 4yeafa 

C. 6 yeara 
1 0 yearii 

! ■ . . . 

64, It has been estimated that at least 90% of all small business failures can b'e attributed to: 

A. poor management ♦ . 
bad jucl^ ' 

C. ©conomic ricession ^ ' .. 

0, n^ne of the above o ^ 

66. By segmeritingth^mau^ket into groups it Is easier for a bualne^^ 

' . A. determine which products or seNces each group needs or wants. 

B. ihare tha market with Its Competitors. 

. 0. collicjl delinquent accounts receivable, . J' 

D; ^est'abjah a rnerchandise control system. 

66. The best^'way for 0 small business owner to select a iooation is: 

A. ; to ask frtends or relatives for Information. . " 

B J look for p vacancy sign ^ ' < . . ■ 

C. look through newspaper advertisements, 

D. ; determine a product and market and then search fbr an appropriate location. 

67, The prospective smali Business owner will probably be able to borrow no more than what per-- 
centage of the capital needed to start the business? - 



A. 
B, 
C. 
D, 



1 00% 
90% 
60% 
20% 
10% 



58, fvlost small buslne^aes in the United States are organized as a: 

A, sole proprietorship 

B. partnership " . - 
. C. limited partnirshlp 

D. „' corporation 

E, franchise 



/ 



59, Which of the followwlng legal forms of organization allows all of the owners of a business to 
Incur limited liability for^buslness debts ;^ . ^ v ^ 

A, corporation ^ - ^\ . ' . 

^ ' . B, general partnership ■ , * ' . 

limited partniership ^ 

D. sole proprietorship > ■ . ' ' " » . 

E. none of tins above 

" - • .. p_ all of the above " " ' . : ■. - : ■ ■ - ■ 
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60. Which of thp following legal forms of orgamzation^^ 

' ' ' r^r " " " ' . 

A, sole proprietorship 

■ 

' B. partnership ; e 

C, limited partnership 

0, corporation ^ 
none of the above 

• F, all of the above . * - , . 

" . . ** 

. 61 . Which of the following legal fornria of organization is usually th# \mH ^m&mim and easleSti 
" start? . ' , ■ 

A. sole proprietorship . , o ' , ' . 

B. partnership ^ 

C. limited partnership . ■ . ' 

D. corporation ^ ; ^ . 

E. the costs and procedures for startlhg a buslneto 0^0 the mme fDi^ali of the legal 
forms of organi^tion. / - ^ ^ . ' . 

62; Of the following legal forms of organl^ajion which fprm usu silly affords sp&oialised rtianage- 
ment to the business? . . ■ j 

A. sole proprietorship ^ ^ i ^ . 

B. > partnership / 

C. limited partnership / d 

D. corporation ^ - / / 

' ' ^ 

63/ Which of the following legal forms of organizatlDn usuaHy phCB% a buahass in tli© best 
position to obtain additional capital? . 

A, sole prbprietorship 

B. partnership . ' . ■ 
^ . C, llmited^partnership ' 

^ . D. \ corporation - 

64. A ''double taj^'Ms imposed on which of the legal forms of QfQa^^^ ^ ' ■ . ■ 

A, sole proprietorship . ^ 

' ' ^ B. . partrtership - , : ^ ^ 

C; limited partnership . ^ ^ ' 

p. corporation ^ , ^ 

. ^ ' ■ 

65. The rate of change in the business world: • 

A. has' slowed down in recent years , . . - >. ■ 

= . ^ , B, has remained constant in" recent years ' . , 

C, , is accelerating every ypar . . : / 

D. . is impossible to measure - ; - - - - - - .^^^^ 

^ E, is not as important to a smail business as it is to ^ liar^^ 



66/ A bikinQSS^rgaraizatlon Chart depl^^^ 

' ■ : ' '. I /' r ] ' '= 

■ " . I A"* the lohg-range goats of a business" 

.45.. th© sH6rt' and long^range goals of a business 
' / iC. [he Job positions necessary for operation of the business n J 
/' = }D, the l&b:tfes€r^Mnl^T6f Wp^^^ the msineas 

{E^-^^^Sill of the ^bovb ■ / . • 



. n is l^est for each e|npte^e to have: 



{A 



{ 



, one supefvlsor^? 
two supefvisors 
three supervisors 
four supervisors ' 
doesn*t'make any difterence. 




/'.■ 



68, Ldng^range goals heed to be evaluated for actua progress 'versus-^l^^ 

A. at'seledtecj control points which Qlearl^ follow the guidelines established bylthsshQrtr..v 
' • range goals . / • / ' Jh '^^ ^"^^^:'' 

! 8. vvhen the fong-range plar^ninfl penod;ti as ended >/ / - ' ^ 

C. whenever it Js convlnlent for mkia^i^ t 

■ , only at a time whenjt Is possible for rnanagehient to taj<e necessary correcilve idtion 



69. -With regard to business records; th« law requires that: • t " f ; ^ . 

■ ' ^. ■ ' ' ' I . ^ I I ^ ' 

A: all businesses acquire the serviGes of an accountant to keep adequate busfpeas recor 



70 



I businesses/ / 



B. some f orm of re cords be Kept by a 
C;" every small business owner parsor|aily perform/thq' recordkeeping function 



^'D. ■ all business records must be audited by a certified 

i ^ ^ ^ j 

AH money received by a business should be deposited In th 

^ ; \ ■ " = H ' 

A. daily \ ^ | | 

C. every two weeks 

D. monthly 



public aGcountiint 
business checl^ing account: 



business payments, sQch as pontage due on mail delivered can best be accpm* 
pushed By: ' | 

■ ' ^ ' . ' i . * , 0 ■ 

, A. writing a busjness check for^he exac^ 

\ B, using a petty cash system • ^ 

i C. using ptraonal funds since the amqunt is small _ ^ . * . . 

/ D. using personal fLindsli* tlie time but taking a refpibursement from business funds at • 



72; 



the next opportunity 

A record tBat Is used by a husinesi to keep track .of money owed to fhe business by cus» 
tomers Is called: ' ' 

A. a daily receipts summary 
a business checkbook 

C, an accounts repeivable reQister 

D. a bank reconcltiation statement 
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73. ^' VWhich of the foltowing racords is used in order to make sure^that tif© business a figures agres 
w^lth the bank's figures r#gardling the cash balance in the^buslneas checking account? 

A. a bank draft \ / 

s ■ 

B, a bankreGonclliatroristatenrterit' . ^ 
' C. Q a deposit slip = , . 

D. a counter check : ^ 

/ - ^ ■ y ■ ■ . ■ • . 

^> 

74, How often is a petty cash slip written? ■. / ' . 

it' ' 

A, at least once a day . 
I B. as cash becomes depleted in the' petty cash fund 

each time petty cash is used " S ' . ' 

D. to establish a petty cash fund " , 

E. when balancing the business; checkbook ' / 

. ^ i ' ■ ■ . / ■ ( 

/ 



/ 



75. The balance sheet for a business sho\ws^ ' 

A. the financial position of the business at a particular tima / 

B. the salary of fnanagement and ail. other employees of the business / 
O. the amount of annual sales for the busirsss 

, D. the net profit for the year ■ , 

76. V\^hich of the following equations is represented by the balanGe sheet? ^ ^ 

A. assets + liabilities ~ equity 

B. assets + equity — iiabjiities • . " 

C. assets - llabiiities - equity 

. ' D. liabilities - asseta - equity ' 

77. The income statement shQv^s: 

, ' A, the financial pesitian of the business at a particular time 

B. the amount of owner Investment ' ■ ■ 

, C/ a projected sales forecast and expense summary ' - 

D. the profit or loss during the financial period " 

7%. < To use ratio analysis effecti\*fely, a small business owner must: ' 

A. use only a sjhgle ratio . " 

B. cpmpare his or her ratios with Industry norms - ^ 

C. first identify problem areas for the huslnass ^.^^'^^^^^ 

D. use the process only once every five years ' ' 

79, Figures used in ratio analysis are taken from; 

A. the cash register tapes " ^ 

ij ' . , 

B. the financial itefements of the business 

' ^'^^ ' ' ' 

C. businiss periodicals - ' = 

, ' D. tbe'projeQted sales f^ecast and iKpenses ' 
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80, Tht liquidity of a business meaauris: ' \ 

A, the spied at which merchandise is being sold 

^ B. howquickly the oredlt sales are being collicted 

C. the ability of the business lo mm\ all of its financial obligations quickly 

D, the return obtained on the owner's investnien 

81 , A caih forecast should alwa/s be ahead o1 current operations by at least: ^ 

A, one rnonth V— \ 

^ S. . three months 

, ^ ■ C. six months \ ' 

D. 1 2 months ' - " 

E 24 months . , ' \ 

62. Which of the following credit plans grants a line of credit or ceiling amount of credit to the 
Qustomer? 

A. ihi5tallment acGOunl , 

B, charge aocouht ' 
' . C. revolving charge aucount 

D. budget account . . 

63, A credit appliGant's past record of paynnefit or nonpayment is Known as his or her: 

A. capBoity 

B. character ' ■ ■ 
; C, capital 

D. Gonditions 

84. If a deliaquint-accDUritl^as been paid after siveral remlndirip the business should probibly: 

A. send another polite rehindtrbylfi^^ / , : . . 
B. mi^ke a telephone call'to the oijstomeras a pQliteremlnder 

C Si nd a letter threatening a jail sentence if the accoun 
Q turn the account oyer to a lawyer or colleotion agency 

B. . mve up trying to collect the account 

85. \,Thei'first step In establishing an advertising campaign for a/business is to: 

A. decide which n^idium to use 

B. select a target market 

C. determine the advertising budget 

D. create the adv#rtis©rnents 

6H. The least expensive and probably nnost innportant.typf of advertlsiljg available to a small 
business is: 

A. direct mail 

B. word of mouth ^ ^ 

C. television 

D. radio . . • 

E. newspaper 
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87. Probably the surest means of reactiihg an identified target marlcet is by using; 

' A. direct mall ■ " ' - 

B, television ' / - = , 

C, radio 

D, ne\A?spaper " . ^ 

88. The fnedium v/hich probably reaches the greatest number of prospects withm a community la: 

A. newspaper , \, - 

B. radio ■ ^ ' ' . 
0. television 

D. outdoor advertising - ' ■ ^ 

89. A window display should be changed at least every: , - , 

A. day . . „ ; 

B. week ■ 

C. month ■ 
0, 6 montba 

year ' - 

, /~ ' 

90. Of the factors that are^lmportant to good attitudesjon the job, emplbyeea ' *typiGalIy" rank moncy . 

A. at the top of the list; : \ 

B. near the top of the list 

C. in the middle of the list \ ^ 

D. near the bottcm of the list ■ , ' \/ 

E. at the bottofn of the list ' \ ■ . 

91 . in order to devote most of his or her time to management activities, it Is necessary that the* owner: 

■ ^A. have a private office ^where necessary paperwork can b 

, B. delegate responsibility and authority vvhenever possiW 

C. .develop job titles and descriptions forevary.^p business.^ 

D, regularly do most of the routine work ■ .\ 

92. Of the factors that are important to ijcod attitudei on the job, wfiich of the fcllowing do 
employees typicalSy rank at or very n^ar the top of the list: ^ 

\ ■ 

A. money . < \ 

B. hours ^ ■ . 

C ease of job ' ■ \ 

D; security , . ^ ' ' ' ' ■■ 

■Ei working conditioris ' . ■ 

93. VVhich of the foilowing Wnds of insurance protects the business from financial loss due to em- 
ployee Injuries occurring onjhe job? 

A. liability iniuranoe ■ ' - 

B. workmen's compensation Insurance " 
to, business interruption insurance 

D. key man Insurance . ' ' ^ 
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94, If an employee uses'^his or her own ca 

- A. the business Is not legally liable . , : "> 

B. the businiss can be legally liable 

C= the employee must have personal autDmobll© liability insurance ... 

. D, the business has broken the law, since it is illegal to do so 

95, Which of the foltowlng kinbs of insurance proteGts the business from financial loss due to 
bodily injury occurring at the place of business to outaid&ra such as customers? 

A. liability insurance ' . " . 

B. workmen's compensation insurance ^ ' 
Q. business interruptionJnsurance > . 

D. key man insurance // 

96, Probably the best source of inforr^ftion regarding a business's public image is; 

A. /a laWyer ^ \ 

IB. i an accountirit i ' 
/ / j .1 
iC; customers , 

I ! ■ ^ ' ' ' 
D- employees i 

i -- I ■ * 

E. other business owners 



Q7a Probably the rnost helpful nat on i! 



a; 

B. 
C, 
D. 



Small Business Adminl itration 

1 _ ' f I 

Internal Revenue Servise 

j 1 
Bureau of the Qensus 

American Management 



agency for the small buslRtss owner is the: 



98. 



etc., of potential customers can fc 



^soclation 



Information regarding the dennog raphic characteristics, such as age, Income, marital status, 

__ . ^^^^ obtained from: 



lawyer, an accountant, or a banker 



i A. prof essionajs such as a 

' B. the Internal/Revenue S^tVioe 

i C, tho Bureau of the Censiis 

D. the Better Business Bureau 

E, the local credit bureau 



99, The improved comn unications^of the future will probably: 

* . A. |decrease he market size for a small business 
B. /increase the market size for a small business 
jffect on small businesses 
competition in the business world 



C. I have little 

D, 1 decrtase 



1 0O, If a business is to e 

A, deyelop 

B, expenencj 

C, be able to 

D, concentra 



r)]oy continued success in the future it must: 

lo^Q-range plans and stick to them at ill costs 
growth and expansion 
cope with change 
e on one product or service 
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Answers To Small Buslnsss^wnership and Management Test 
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